AN INTERPRETATION OF THE RECOMMENDATIONS 
OF THE PRESIDENT’S WATER RESOURCES 
POLICY COMMISSION 








HEARINGS 


BEFORE THE 
SUBCOMMITTEE ON IRRIGATION AND RECLAMATION 
OF THE 


COMMITTEE ON INTERIOR AND INSULAR AFFAIRS 


HOUSE OF REPRESENTATIVES 
EIGHTY-SECOND CONGRESS 
FIRST SESSION 
ON 
AN INTERPRETATION OF THE RECOMMENDATIONS 
OF THE PRESIDENT’S WATER RESOURCES 
POLICY COMMISSION 


MAY 18, 21, AND 22, 1951 


Serial No. 6 


Printed for the use of the Committee on Interior and Insular Affairs 
i ae 
| 
’ 


UNITED STATES 
GOVERNMENT PRINTING OFFICE 
WASHINGTON : 1951 


‘te 











COMMITTEE ON INTERIOR AND INSULAR AFFAIRS 
JOHN R. MURDOCK, Arizona, Chairman 


CLAIR ENGLE, California FRED L. CRAWFORD, Michigan 
MONROE M. REDDEN, North Carolina DEAN P. TAYLOR, New York 
TOBY MORRIS, Oklahoma A. L. MILLER, Nebraska 

KEN REGAN, Texas WESLEY A. D’EWART, Montana 
LLOYD M. BENTSEN, Jr., Texas NORRIS POULSON, California 
WALTER 8S. BARING, Nevada JOHN P. SAYLOR, Pennsylvania 
REVA BECK BOSONE, Utah EDWARD H. JENISON, Illinois 
HARRY P. O’NEILL, Pennsylvania FRED G. AANDAHL, North Dakota 
WAYNE N. ASPINALL, Colorado WILLIAM H. HARRISON, Wyoming 
WILLIAM L. DAWSON, Illinois J. ERNEST WHARTON, New York 
SIDNEY A. FINE, New York HAMER H. BUDGE, Idaho 
SAMUEL WILLIAM YORTY, California FRANK T. BOW, Ohio 

CHESTER B. McMULLEN, Florida 

JAMES G. DONOVAN, New York J. R. FARRINGTON, Hawaii 


E. L. BARTLETT, Alaska 
ANTONIO FERNOS-ISERN, Puerto Rico 
CLAUDE E. RAGAN, Clerk 





SUBCOMMITTEE ON IRRIGATION AND RECLAMATION 


CLAIR ENGLE, California, Chairman 


JOHN R. MURDOCK, Arizona FRED L. CRAWFORD, Michigan 
MONROE M. REDDEN, North Carolina A. L. MILLER, Nebraska 

TOBY MORRIS, Oklahoma WESLEY A. D’EWART, Montana 
KEN REGAN, Texas NORRIS POULSON, California 
LLOYD M. BENTSEN, Jr., Texas JOHN P. SAYLOR, Pennsylvania 
WALTER 8. BARING, Nevada FRED G. AANDAHL, North Dakota 
REVA BECK BOSONE, Utah WILLIAM H. HARRISON, Wyoming 
HARRY P. O'NEILL, Pennsylvania HAMER H. BUDGE, Idaho 
WAYNE N. ASPINALL, Colorado FRANK T. BOW, Ohio 

WILLIAM L. DAWSON, Illinois 

SAMUEL WILLIAM YORTY, California J. R. FARRINGTON, Hawaii 


CHESTER B. McMULLEN, Florida 


ANTONIO FERNOS-ISERN, Puerto Rico 


JaMES K. Carr, Consultant on Irrigation and Reclamation 























CONTENTS 





Statement of— 
Mr. Melvin Scheidt, engineer-economist, Bureau of the Budget ____~- 
Mr. Floyd D. Peterson, Chief, Civil Works Branch, Bureau of the 
as ch hi ites isn res tpka pack ete 7 es eee ae ee . 
Mr. Donald MacPhail, Assistant to the Director, Bureau of the 
ay TRL ae Oe Gracie Std Vis real RS a ye 


Page 
3 





























AN INTERPRETATION OF THE RECOMMENDATIONS OF 
THE PRESIDENTS WATER RESOURCES POLICY COM- 
MISSION 


FRIDAY, MAY 18, 1951 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON IRRIGATION AND RECLAMATION 
OF THE COMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
Washington, D. C. 

The subcommittee met at 10 a. m., Hon. Clair Engle (chairman) 
presiding. 

Mr. EnGue. Gentlemen of the committee, I have asked these 
gentlemen to be here from the Bureau of the Budget, Mr. Scheidt 
and Mr. Peterson, and I understand that Mr. MacPhail is also able 
to be here to discuss with us the report of the President’s Water 
Resources Policy Commission. These gentlemen are all familiar 
with the background of the President’s Water Resources Policy 
Commission. 

They were asked to come here, not for the purpose of stating the 
official position of the Bureau of the Budget because, as I understand, 
it has not yet been formulated. And for the purpose of getting a 
definite policy, requests have been sent out to the various depart- 
ments for information. 

The report does involve basic considerations in our reclamation 
laws, and I thought it would be well if we had someone come before 
this committee who had had privity in some respects to the discus- 
sions of the Commission itself, for the purpose of indicating to us the 
attitude of the Commission on some of these basic considerations; 
and at least to show us where in the report we can find the various 
recommendations. 

Now, generally, these policy considerations fall into two categories: 
First, to establish the nature and extent of Federal participation in 
water resources programs; that involves the recommendation con- 
cerning nonreimbursable benefits and allocation of costs; recom- 
mendation of interests involved in paying the irrigation costs; the 
recommendation concerning the extent to which the States and local 
agencies shall participate in financing the water resources program, 
insofar as the Federal Government is concerned. 

Secondly, is the matter of standards for judging these projects. 

Now if these three gentlemen will come forward and give their 
full names. 


STATEMENTS OF DONALD MacPHAIL, MELVIN SCHEIDT, AND 
FLOYD D. PETERSON, REPRESENTING THE BUREAU OF THE 
BUDGET 


Mr. MacPuait. My name is Donald B. MacPhail, assistant to the 
Director. 
With me is Mr. Flovd D. Peterson and Mr. Melvin E. Scheidt. 
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Mr. Eneue. Those of us who have had reclamation matters up 
before the Bureau have become fairly well acquainted with Mr. 
MacPhail and Mr. Peterson. Mr. Scheidt is a little newer to us, but 
we are very glad to have you here with us. 

Gentlemen, I think to clearly understand what I have in mind 
today I should state to you that I do not at this time ask for the posi- 
tion of the Bureau of the Budget with reference to the President’s 
Water Resources Commission Report. I do not ask for it because 
I have been informed that the Bureau of the Budget has not at this 
time formulated a position on these matters. The reason I asked 
you gentlemen to come up here is to help the committee, not to reach 
any definite conclusion as to what is back of the recommendations 
by the President’s Water Resources Policy Commission, but insofar 
as we can, ascertain what the Commission has said in its report, 
where the recommendations can be found with reference to any 
particular subject. 

Mr. Murpock. May I ask the chairman a question? 

Mr. Enaur. Certainly. 

Mr. Murpock. At the beginning of the session it was pointed out 
that the Commission’s report was soon to be available and that it 
would require a great deal of study, and I think it was understood 
at that time that we would give it a great deal of study during the 
Eighty-second Congress. I take it that this is the opening session 
of a rather prolonged and careful study, is it not? 

Mr. Encue. That is the purpose of it, Mr. Murdock. 

Mr. Murpock. That has been outlined from the very start, and 
I wanted to be sure that we are getting started. We do not have 
any legislation before us, but this is the opening discussion? 

Mr. Encue. That is correct. I understand that some draft of 
legislation has been submitted to the executive branch, but that it 
has not been formulated to the extent that either the Bureau of the 
Budget or any of the other agencies of the Government are prepared 
to take a position on it. Moreover, we are not to be bound by what 
they think or say about any of the basic policy questions involved. 
But I did want to get started. We are going to have to take the bull 
by the horns, or the bear by the tail, sooner or later, and get started, 
and I thought perhaps this was about the best procedure to follow. 

With that preliminary thought in mind, Mr. MacPhail, it is my 
understanding that the Bureau of the Budget has sent a letter to 
the various departments in which it has outlined the nature of the 
general problem and has set up seven definite categories or questions 
on which they have asked for comments. One is with reference to 
Federal participation in water resources program that has been 
practiced during the past; and another, the nonreimbursable benefits 
allocated to costs; and also the interest and components and use of 
the project; and recommendations with reference to the existence of 
State and local participation with the Federal Government in the 
water resources program. 

The second is the standard of budget for projects. Do you have 
any general comment you wish to make first? 

Mr. MacPuain. Mr. Chairman, I would like to make several points. 
I think you have established a very good general framework within 
which we can operate. 

As you pointed out, there is no Bureau of the Budget position 
on the recommendations as yet. We are now engaged, as a staff 
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working for the President, in getting together with the agencies and 
obtaining their views on this very large and complex document 
which you will note runs to more than 1,200 pages. There is no easy 
way of doing it; it is going to take considerable time. The President 
indicated this in his letter to the individual agencies in March, fol- 
lowing the receipt of the Water Resources Policy Commission’s 
Report. If you would like, I can submit for the record a copy of the 
Bureau of the Budget’s letter which went to the various agencies in 
April. This letter suggests certain priorities for considering the 
Commission’s recommendations. There is nothing sacrosanct about 
the suggested priorities. As a matter of fact, the agencies are now 
sending to us their recommendations with respect to modifications of 
the list. Since the job before us is so large and complex, it has been 
necessary to take considerable time in trying to get a realistic approach 
which does first things first. 

That is the procedure in which we are engaged at the moment. 
Until we have had an opportunity to get the comments of the agencies 
on the seven suggested priorities, I think it just as well that we proceed 
on the basis that they are included here, with the caution, however, 
that these can be changed and may be changed as we go further into 
the study and receive the comments and recommendations of the 
other agencies. 

Mr. Eno ie. Are you entirely sure, Mr. MacPhail, what the Water 
Resources Policy Commission meant in some of the things they said? 

Mr. MacPuart. No, I am not, to be perfectly frank. The field 
is so broad and many of the principles that they have set down are 
so basic that I think they are going to require considerable interpreta- 
tion in the light of the views of the agencies. Certainly, the same 
is true with respect to effect they have on State and local governments. 

I do not think the Water Resources Policy Commission attempted to 
make any detailed individual recommendation. They presented 
them on a broad basis, and furnished the executive branch and Con- 
gress a framework within which a considerable amount of work still 
remains to be done. 

Mr. Enaue. To be very candid with you, and I am hesitant to 
question the ability of these gentlemen, I have been a little disap- 
pointed, at least a little confused at times, as I have looked at this 
report. To give an illustration, can you put your finger anywhere 
in the report, where the Water Resources Policy Commission made a 
recommendation with reference to allocation of nonreimbursed costs 
for various types of benefits. 

The purpose of my question is to find out if you can show us what 
the Commission says. We may agree or we may disagree with it. 
At least we would have a start, if we can find out what the Commission 
said, and what their comments are with reference to that particular 
item. . 

Mr. MacPuatt. I think generally we must confine our discussion 
to what was said. I do not think as yet we have any position on 
what was meant in many instances. It is a matter of interpretation 
in many Cases. 

Mr. Scuerpr. On pages 83 and 85 are contained the recommenda- 
tions concerning reimbursement policy. Within the framework of the 
reimbursement policy on repayments would of course, fall the item of 
nonreimbursables, the term nonreimbursable referring to the portion 
of the project cost that is not to be paid by the private or non-Federal 
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interests. The private or non-Federal interests would therefore be 
exempt from the burden of reimbursement which would be assumed by 
the Federal Government. ‘ 

The recommendations could be read, if you wish. 

Mr. Eneue. Could you summarize them for us? 

Mr. Scuetpt. In general, the recommendations state that in the 
case of hydroelectric power and municipal and industrial water supply, 
the prices charged for these vendible services should at least cover 
costs, including the cost of amortizing the investment. 

I might say here, gentlemen, that the term, ‘‘reclamation”’ as used 
in the Commission’s report is not used in the sense that we usually use 
the term. Reclamation here I find is used to mean all kinds of land 
reclamation, whether it be by irrigation or drainage. I would prefer, 
frankly, to read it, because it is fraught with considerable amount of 
misunderstanding. Let me just read this language: 

Land reclamation—irrigation and drainage: The primary beneficiaries of recla- 
mation activities should repay without interest an amount assessed according to 
their ability to pay, based upon annual net income which the farmers derive from 
the project, under a formula adjusting repayment to production and marketing 
conditions, this amount to include the full cost of operation and maintenance of 
facilities. An agreed portion of the remaining investment cost allocated to recla- 
mation should be assumed by the local communities, conservancy districts, or 
interests receiving secondary benefits from the projects under arrangements with 
the State or States in which the projects are located. 

Mr. Encaue. That is a new philosophy, is it not, with respect to 
reclamation? 

Mr. Scuerpr. Generally speaking I think so. 

Mr. Eneie. What the Commission was saying was this: That 
where you have a reclamation project you have indirect and incidental 
benefits to the local area which are not reflected in the actual improve- 
ment of that*particular project, but which come indirectly from the 
actual improvement of the area. 

Take as an illustration, the Central Valley project in California, 
where we will soon put into operation this year the Central Valley 
project for the first time as an integrated project. The benefits from 
the project not only will accrue from the development of the Central 
Valley and the improvement of the land and the direct application of 
the water to the land as a result of the reclamation project, but there 
will be grocery stores, and there will be local theaters and every kind 
of business will reflect a benefit from the reclamation project due to 
the increased value of the land. The tax rolls will increase in size. 
Now, I understand what the Commission is saying is that the local 
area should, on the basis of that, step in and compensate for the 
indirect benefits which result. 

Mr. Scueipr. That is my understanding. 

Mr. Crawrorp. May I ask a question? 

Mr. Enaue. Yes, Mr. Crawford. 

Mr. Crawrorp. Do you understand, or do you interpret that 
language to mean that the concept of the Commission is a different 
concept with respect to this nonreimbursable benefit? 

Mr. Scueiptr. This adds to the concept; it is not different. That 
is my own judgment on the recommendation regarding the concept of 
reimbursability. There is another paragraph which I have not yet 
read which might throw some light on this. 
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Mr. Enaue. What we are asking now is for the witness to say what 
the Commission said should be reimbursable. 

Mr. Crawrorp. I understand. j 

Mr. Enaue. We have the reimbursable matters outlined generally 
in the law, and they are rather specific on direct benefits, and the 
Commission has said that you should add to the reimbursable obliga- 
tions of these projects an additional reimbursable, which would cover 
the indirect benefits which are substantial and which occur from the 
establishment and operation of these projects. 

That is a new concept because it places on an area the obligation of 
putting money into the project which heretofore has not been required ; 
heretofore the irrigator has paid a certain amount based on the ability 
to pay. And, power has been used to pay costs involved, plus interest, 
where it is directly reimbursable. But if this philosophy is adopted 
it will mean, for instance, that in the State of California, which is the 
beneficiary of a very substantial development, that indirect benefits 
derived from the operation of that great project, should be made to 
make a contribution to it. Is that your understanding? 

Mr. Scuerpt. I interpret it that way. 

Mr. Crawrorp. That is my whole argument on this proposition, 
because if the State of California or a community of farmers out there 
are to benefit, and are the beneficiaries, why make the people in 
Michigan, who never see or hear of those benefits directly, take over 
the burden or a part of the burden of the irrigation costs. Now my 
question is this: As you interpret that language, is this a new concept 
which the Commission is recommending of a nature which will tend 
to take some of the burden off in some other places and in that State 
or community? 

Mr. Scueipt. I do not believe I could answer the question precisely 
until I know the formula whereby the benefits would be assessed. 

Mr. Crawrorp. All right, along that same line, what they mean to 
say what you have just pointed out: The Government does take the 
burden off the farmer where it heretofore has been paying, and why 
should not the local community then take the burden off of the other 
taxpayers? 

Mr. Enaue. | was not discussing that fact, although I am not sure 
that I am going to accept the particular point you raise, but I was 
trying to ascertain what the Commission said. 

Mr. Crawrorp. That is what I am coming to. 

Mr. Encue. But there is a way in which the taxpayers in Michigan, 
for instance, get some return. 

Mr. Crawrorp. I was not arguing that; 1 am not talking about that 
particular point. 

Mr. Ener. You mentioned that as one of the arguments. 

Mr. Crawrorp. Not at all; l am simply trying to find out what their 
interpretation is, whether or not it means what they say, to get the 
views of what the Commission meant in what it said. Now I am 
simply asking these gentlemen if they interpret that language as 
meaning that this Commission that says that the State benefits, are 
the community benefits, and therefore should assume the burden which 
has heretofore been carried by somebody far distant. 

Mr. Enaue. I do not think that is what they are saying. 

Mr. Crawrorp. I am just trying to find out. 
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Mr. Ener. They are saying that the benefits should be paid for 
and that we should try to determine what the benefits are for the pur- 
ose of determining what benefits should be paid for, and they have 
isted the benefits, “and they have added the benefits to the projects 
which have not heretofore been considered, indirect benefits which 
result in a completely new concept. That is what I understand the 
statement to mean. 

Mr. MacPuatt. That is right. They recommend that benefits be 
apportioned between the several levels of beneficiaries. The amounts 
involved would depend entirely on the formula by which you measure 
the burdens and benefits. At this stage of the game we do not yet 
know the formula. 

Mr. Scueipt. There is one more paragraph, Mr. Chairman, that 
I would like to read. 

Mr. EnGie. Can you summarize it to us without giving the whole 
language? 

Mr. Scuerpr. This merely says that the remaining investment costs 
of the project, after the other portions have been determined, shall be 
assumed as nonreimbursable amounts to be paid for by the Federal 
Government. 

Mr. Enaue. It says what? 

Mr. Scueipt. The remaining investment cost should be born by 
the Federal Government as a measure of the national interest. Pay- 
ments recommended here should apply to water furnished to recharge 
ground-water supplies as well as to water from surface storage, arrange- 
ments to be worked out by the States in accordance with State law. 

That was the remaining part of the section. 

Mr. Enate. All right. They have not specified the amount reim- 
bursable. They have merely stated there is a difference between the 
amount for the direct and the indirect benefits in connection with the 
cost of the project? 

Mr. Scuerpt. That is right. 

Mr. Ener. That is a more nebulous standard than we have at the 
present time. That does not give us any standard with respect to 
reimbursement. 

Mr. Scuerpt. There are other sections: One for flood control, one 
for watershed protection and scientific land-use measures; pollution 
abatement and recreation, fish and wildlife,some of which include allo- 
cations of nonreimbursable elements. 

Mr. Encte. All right; let us take them up one by one. Under the 
present law, flood control is nonreimbursable. Our standard procedure 
is to allow a certain portion of the cost of the project to flood control, 
and to make that nonreimbursable; is that right? 

Mr. MacPuatiu. That is correct. 

Mr. Enaue. And for salinity control; is that nonreimbursable? 

Mr. Scuerpt. I do not recall. 

Mr. Pererson. Not in the basic law. 

Mr. Enaue. It is not? 

Mr. Pererson. Not in the basic law; there are exceptions in special 
projects where a provision has been made to that effect. 

Mr. Enate. Fish and wildlife and recreation is one, is it not; they 
are nonreimbursable items under existing law; is that right? 

Mr. Murpock. Navigation. 

Mr. Pererson. Navigation and flood control. 
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Mr. Scueipr. Navigation and flood control. Recreation, fish and 
wildlife—— 

Mr. Prererson. There are only two that are across the board in 
basic law, that is, navigation and flood control. 

Mr. Eneie. What about fish and wildlife? 

Mr. Pererson. A portion of that is nonreimbursable. Under the 
1946 Coordination Act, agencies are authorized to provide facilities 
to prevent loss or damage to fish and wildlife. 

Mr. EnGue. Very well; in fact we have three at the present time; is 
that correct? 

Mr. Pererson. That is correct. 

Mr. Encuie. And the Commission proposed to add, if we take away 
those under existing law, if you eliminate those items that are non- 
reimbursable, they would add to the total amount of the direct and 
the indirect benefits to be paid. 

Mr. Scueipr. Not in that direct way. As a matter of fact, they 
deleniate the elements to be taken into account under the terms of the 
project justification, and determine the costs and benefits. The 
various factors are defined in another chapter. 

Mr. Crawrorpb. Mr. Scheidt, as I understood the language that 
you read, the language carries the conception that the community 
which receives the indirect benefits shall carry its own financial burden. 
You understand the language to mean that? 

Mr. Scuerpt. Yes. 

Mr. Crawrorp. Now with respect to the last language that you 
read, would you read that again? 

Mr. Scuerpr (reading): 

The remaining investment cost should be born by the Federal Government as a 
measure of the national interest. 

Mr. Crawrorp. Yes. The remaining investment cost to be borne 
by the Federal Government. Heretofore the Federal Government in 
general has said the measure of carrying the cost is a determination of 
their capacity, the capacity of the project and the direct benefits; 
now, the indirect benefits must be borne by the local community; is 
that right? In other words, the language you have read apparently 
says in the recommendation that the community assumes the costs 
which heretofore the law bas not required the community to assume, 
because those costs were borne by the Federal Government. Now am 
I right on that? 

Mr. Scueipr. Yes. 

Mr. Crawrorp. That is what I wanted to clear up. 

Mr. D’Ewarr. Mr. Chairman, the statement that the charges are 
not made against communities, in many instances is not altogether 
true. Where a subconservancy district is involved, the principle is 
involved that is in this proposal, if it is carried out. It seems to me 
that at the moment we are carrying out a plan in effect by reflecting 
certain irrigation costs in the power rates, and the power rate is 
paid by everybody in the community, and when the people pay those 
rates, as reflected in the irrigation cost, you are putting some of the 
charges on everybody in the community. That seems to me about 
the easiest way to collect the burden from the community without 
having to set up a whole new agency of government. That is being 
done at the moment by reflecting those charges in the irrigation cost, 
which is the easiest and most economic way to do it without setting 
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up a new branch of government. I am a little surprised to find in 
another place in the report a recommendation that the full benefits 
from power resources shall accrue to the power users, which is abso- 
lutely contrary to putting the charge on everybody in the community 
through the power rates. It seems a little bit strange to me to find 
such a suggestion in another place in their recommendations. 

Mr. MacPnaatt. I think you are putting your finger on some of the 
reasons Why the Bureau of the Budget and the executive branch can- 
not come up and give you an answer to this today. Those are the 
kinds of questions which are basic to the whole framework within 
which resources developments are carried out. Again, I say, that 
is the reason why we cannot have the answer at the present time and 
cannot make any specific recommendations to the committee. 

Mr. Enotes. Gentlemen, if you will permit me, I would like to state 
again that at the present time what we would like to do is to get a 
statement in the record of these hearings establishing, if we can, 
what the Commission says, then we will have a place to start from, 
and then we can have some kind of a record at least of where the 
Commission said certain things. And I can easily understand that 
we are going to debate some of these things for a long time; that is very 
obvious, then if and when we decide we want to write legislation to 
implement the policy on which this committee has agreed I suspect 
we are going to have serious differences of opinion again. But the 
purpose now is to get a starting place, and that is why I asked these 
gentlemen to come up, solely for the purpose of telling us what the 
Commission meant in what it said and also to point out the places 
where it said certain things. We may or may not agree with the 
interpretations of the recommendations. 

Mr. D’Ewarrt. I did not mean to bring this up to debate it now, 
but simply to point out that we do have an arrangement in operation 
at the present time for spreading the costs, because sooner or later I 
would like to consider that point. 

Mr. Enate. Certainly. 

Mr. D’Ewarr. Now whether or not the power rate is the right 
place to establish provisions for paying the costs, borne by everybody 
in the community who is benefiitted is something [ do not ask us to 
consider today, but I would like to have that considered at some time. 

Mr. Enaue. Mr. Bow. 

Mr. Bow. Mr. Chairman, I would like briefly to comment on the 
suggestion that has just been made about the benefits. On page 69 
of this report the Commission says, and I am quoting: 

Benefits which are primarily public, or which cannot be assessed against 
particular beneficiaries, should be nonreimbursable, to be covered out of publie 
revenues, 

Later on I would like to get your comment on that particular recom- 
mendation. 

Mr. Ener. I am glad that the gentleman called our attention to it. 

To get back to the reimbursables, does the Commission recommend 
the inclusion of recreation as a nonreimbursable? 

Mr. Scuerptr. Yes. I will quote. 

The cost of prevention of damage to fish and wildlife resources considered 
worthy of preservation should be included in the cost of providing the major 


benefits of water resources development. The basic features for improvement of 
recreation and fish and wildlife should be a Federal cost. With the exception of 
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areas of national significance, operation and maintenance should be paid for by 
State and local governments. Fees for operation and maintenance purposes 
should be charged where collection is feasible and where the imposition of reason- 
able fees will not reduce the public use of recreational! facilities. 

Mr. Encie. Does the Commission recommend the inclusion of 
national defense benefits as an additional nonreimbursable? 

Mr. Scueipr. Not in this discussion of reimbursement. 1 think 
perhaps we might find it in connection with the chapter on the estab- 
lishment of standards, or the determination of the basis on which the 
project is evaluated. 

Mr. Enaue. The reason that I am asking you these specific questions 
is that we had a bill up here about 2 years ago that extended the non- 
reimbursables in existing law to about seven, and among them were 
recreation, fish and wildlife, and I understand those two are included, 
and then there was national defense, highway improvement, and the 
meeting of treaty obligations, such as benefits that accrue through 
the Mexican water treaty for the regulation of the Colorado River, 
which enables this Nation to meet treaty obligations that otherwise 
could not be met. 

I want to know whether or not the Water Policy Commission makes 
any comment on national defense, highway improvement, and so 
forth. 

To give you an illustration of what I mean about highways—where 
you build a dam that makes it possible to run a highway across the 
top of the dam and improve the national highway system, where the 
highway is changed—it was argued that a portion of that should be 
written off. The argument was, how would you arrive at how much 
should be written off. Some said that all ought to be written off at 
the actual cost of flanging out the top of the dam wide enough to put 
a highway across it. Others said, no; you ought to count the national 
benefit through improved transportation facilities, the shortening of 
existing routes, and all that sort of thing. Others said that you should 
write off whatever it would cost to build a bridge and put a highway 
across the canyon at that particular point. We never did get straight- 
ened out on that one. 

I am just wondering if the Commission made any comment on either 
of those three. I have added national defense, highway improve- 
ments, and meeting obligations of treaties. 

Mr. Scueiptr. The treaties as such and national defense are not 
mentioned specifically. It could be assumed that they include that 
in their allocation of benefits to the general welfare. Other measurable 
benefits, and benefits to the general welfare, are covered here as a 
broad category for determination. 

With respect to highways, that would come in, not by virtue of any 
specific mention of highways as such, but a determination of damages 
for reservoir inundations and other effects that the project would have. 
The report gives general directions. It says in effect that all such local 
damages and local effects should be given consideration. It does not 
recite a specific formula for doing that. 

Mr. Murpock. I am not sure whether you said there were 7 added 
to the 3, or whether you have reference to 10 which were included in 
H. R. 1770 in the last Congress. We have some other items. 

Mr. MacPuait. Sediment control and salinity control. Contribu- 
tions to public health was another. As you know, within the executive 
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branch, there was considerable discussion at the time of broadening 
the concept of nonreimbursable benefits. I believe the President’s 
position on the question was that, in general, many of those issues 
should be considered in relation to the recommendations which would 
be made by his Water Resources Policy Commission which had been 
appointed following the introduction of the bill. 

Mr. Enaue. Is salinity and sediment control considered by the 
Commission at all? I know this is going to take some mental gym- 
nastics on your part. 

Mr. Scuerpr. | am trying to remember, sir. I have been through 
this document a couple of times, but I find it is like trying to 
remember the various names that I look up in the telephone directory, 
even though I have done so a number of times before. 

Mr. Enaue. I realize it. As we go along and as this crystallizes a 
little, perhaps you can find out. . 

Now, I will read these to you because I am injecting these questions 
as against what has actually been considered by this committee and 
the Congress, and I want to tie down, if | can, what the President’s 
Water Policy Commission said on this. 

There is flood control, navigation, preservation and propagation of 
fish and wildlife, and recreation. We have those four. Then there 
is general salinity control, sediment control, improvement of public 
transportation, protection of public health, promotion of national 
defense, and the fulfillment of international obligations. There are 
10 altogether. 

If you cannot answer these questions now, Mr. Scheidt, will you 
have them in mind, because I am afraid we are going to have to burden 
your time when you come back again. 

Mr. D’Ewarrt. In discussing these nonreimbursables in the legis- 
lation just read, the question was raised whether the benefits should 
be capitalized at 4 percent, and that total capitalization be the 
amount of charge-off, or whether it should be actual funds spent out 
of the Treasury for the highways or the international agreement, or 
whatever it was. 

Can you find any answer to that question in your water resources 
report, or do you understand what I am driving at? 

Mr. Scueipt. There is a definite recommendation here that the 
use of money shall be considered as a cost of the project. 

Mr. D’Ewarr. The use of the money, the money actually spent? 

Mr. Scueipt. That implies interest on the money as an economic 
cost shall be taken into account also. 

Mr. D’Ewarr. The concept that we had was argued in this com- 
mittee way beyond that. For instance, if you have a recreational 
area and you figure the benefits are capitalized by the number of 
people visiting it, and are equal to $100,000 a year, and your project 
is going to go 40 years and you capitalize that at 4 percent, you 
arrive at a high figure. It was argued that that should be the amount 
that was credited against the cost of the project. For my part, I 
thought that the amount that was credited against the project should 
be only the dollars invested in that project. 

Mr. Scueipt. My understanding is that in the comparison of 
costs versus benefits, the process recommended is just the reverse: 
You do not capitalize the benefits over a longer period of time, but 
you evaluate those benefits now, per year, against the annualized cost 
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of the project. That annualized cost involves a determination of the 
amount each year of the total capital cost over a given period of years 
that should be assessed against it, plus any interest, or cost of money 
against that. 

Mr. D’Ewarr. Do ‘you multiply that against the life of the 
property? 

Mr. Scuerrpr. Yes. 

Mr. D’Ewarr. That is quite different from only charging off the 
number of dollars invested by the Treasury. 

Mr. Scuerpr. That is right. I should like to point out that I have 
been reading from a generalized list of recommendations. With 
respect to how to add to the bill of particulars on costs versus benefits, 
there are chapters in here on the specific items that you have mention- 
ed; for example, the pollution chapter. In that chapter, sediment and 
salinity are mentioned as pollutants. There is also a discussion of 
sediment in the chapter on watershed management which deals with 
the problem of soil depletion and its effect on rivers. There are cross 
references throughout the whole book which make it difficult to pin- 
point at any given place precisely what is said. 

Benefits to general welfare, for example, is given as one of the gen- 
eral items under which costs chargeable against the project should be 
allocated. Loss of fish and wildlife, loss of scenic beauty, and the 
benefits to the general welfare should be described in each instance, 
and appraised as being unimportant, important, crucial, and so on. 

These are somewhat generalized items in this particular chapter on 
the determination of the justification for the project. They are later 
taken up in more detail in each of the separate chapters. 

Mr. Enaue. Let us take fish and wildlife, which they think ought 
to be put back in there. Does the Commission give any clues as to 
how a congressional committee, or a Federal agency reporting on a 
project, shall assess the value of the fish and wildlife? What is the 
value of a duck-landing field on a Jake created by a public project, and 
how do you assess it? Do they give you any clue? 

Mr. Scnerpr. Not in any instance. They have also in here—and 
this is somewhat confusing to a number of us—general recommenda- 
tions for the appraisal of these benefits in terms of their general value 
as an intangible factor. 

The only way that I can describe the process they offer would be to 
cite the kind of mental gymnastics we would all go through in a city 
where, as citizens, we decided to build a park. As in some of these 
things, there is no way to precisely determine the actual values of the 
park to the individual citizen of the community, but the community, 
in council assembled, would finally decide that it was worth while to 
build the park for their community. It is pure judgment, and the 
Commission does recognize the fact that judgment factors would have 
to be taken into account when the projects are planned. 

Also, the report. does offer certain mechanisms for applying judg- 
ment, and even offers certain percentage factors that would be assigned 
to the intangible items on the basis of judgment as an increase in the 
value of benefits which would flow from these various nonreimbursable 
factors. 

Mr. EnGie. Do they make them plain enough so that when you 
get all through you can add up the cost of a project, you can add up 
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the payable costs, and on top of that the nonreimbursables, and come 
out with a balance sheet? 

Mr. Scuerpt. You could, but the men who apply those factors 
are going to have to be awfully infallible, I am afraid. The Commis- 
sion does not recommend specific percentages. It recommends a 
mechanism for approaching the problem but leaves a large element 
of judgment to the people who are going to apply those factors and 
finally review the evaluations. Ultimately the Congress will have to 
determine. 

Mr. Enaure. Do they say, for instance, we should enact a law that 
would say that recreation-making facilities are nonreimbursable, 
but never more than 5 percent of the total cost of the project? 

Mr. Scuerpr. It is not that specific, sir. 

Mr. Enaue. That is true of the others, I take it? 

Mr. Scuerpr. Yes. 

Mr. Encir. What do they say about the interest component and 
the use of that for the purpose of defraying irrigation costs? 

Mr. Scueipr. In the recommendations, the interest component 
is not mentioned as such. There is reference to it in the discussion 
in the chapter on reimbursement. I would like to read a paragraph, 
if I may, with reference to it, which I think is probably the most 
direct reference in the entire document. The only very specific 
reference to it is this first whole paragraph on the left-hand column of 
page 71: 

A third criticism of the source of repayment funds is the use of the interest 
component on the power investment, or excess power revenues, or other available 
revenues, to repay a part of the irrigation investment. The principal defense of 
this practice is that the river resources should be used to develop the land of the 
basin, or region, particularly since the areas in which irrigation currently is im- 
portant are generally underdeveloped. Dependence on power revenues in this 
manner, however, may result in failure to develop some good land because of the 
lack of power resources in the area, or power rates may have to be higher than 
would otherwise be necessary. 

That is all that is specifically said in the entire report. In the 
recommendations no direct reference to it is made. 

Mr. Encuie. You cannot find any place in the report where the 
Commission puts its foot down and says “We think the interest com- 
ponent should not be used,” or that the interest component should 
be used in aid of irrigation? 

Mr. Scuerpr. Not in those words; no, sir. 

Mr. Enaue. It looks to me like they dodge the hottest potato in 
the whole program. 

Mr. Murpock. May I ask this. If they do not say it in so many 
words, do you find it implied, either for or against? 

Mr. Scuerpr. It is susceptible of interpretation, I think, both 
ways. 

Mr. Murpock. Again, like the Oracle of Delphi. 

Mr. Enaue. That has been a matter, of course, that has been before 
this Congress several times. 

Do they make any reference in this report to the mechanical aspects 
of the use of the interest component, beneficially or detrimentally? 
Do they make any comment with reference to the proposition that 
there may be a tendency on the part of the project sponsors to allocate 
a vreater portion of the capital investment to the power features of 
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the project because the interest component is diverted in aid of irriga- 
tion? Is there any reference at all to that? 

Mr. Scueipr. No. I do not think that degree of discussion got 
into the report. There was discussion at great length in some of the 
subcommittees. I do not recall anywhere such a precise statement 
as that. 

Mr. Enaue. This reference you have made to the use of the interest 
component on page 71 is the most specific and direct there is? 

Mr. Scueipr. That is right. 

Mr. Encuie. Does the Commission comment at all on the justifica- 
tion for a direct subsidy out of power in aid to irrigation? In other 
words, do they examine the basic premise on which irrigation over a 
period of years has assumed an exclusive right to the subsidy out of 
power? 

Mr. Scuerwr. They do not approach it from that angle. 

Mr. Enaur. Not at all? 

_ Mr. Scuript. No. They approach it more from the point of view 
of the actual evaluation of the benefits and costs of each of the seg- 
ments of benefits that a development would bring,about. 

Mr. Enaue. The power potential of an area is a resource of the area. 
The area may have lumber, it may have mining, and it may have 
agriculture. Most of them have all three. Now, on what premise 
are the irrigators entitled to all the subsidy out of the hydroelectric 
power resources as distinguished, for instance, from the miners who 
would like to have a very cheap power rate in order to develop, say, 
a magnesium plant in northern California? 

I have often wondered why it is that all the power revenue from 
the great Central Valley project are committed to pay something 
like 70 percent of the cost of the irrigation features of the Central 
Valley project, and tied in legally so there is not any way to divert 
those power resources, say, to a more economic rate for a magnesium 
plant utilizing basic resources in northern California which cannot be 
utilized in the absence of that cheap power, but that cheap power 
rate would be available if the power rate on the Central Valley were 
not saddled with a tremendous irrigation subsidy. 

I would like to ask you whether or not the Commission ever took 
up the question of whether or not the irrigators or the landowners, 
as distinguished from the timber owners and the mining owners— 
the other natural-resource owners of an area—did they approach the 
question at all as to what premise the landowners are entitled exclu- 
sively to the subsidy out of public power, whereas other natural 
resources such as mining and timber might equally claim a right? 
Is there anv comment on that anywhere? 

Mr. Scuermpr. Not in that direction in precise fashion, such as you 
describe. They approach it more from the point of view of the devel- 
opment of a resource as such and the charges necessary to support it, 
and leave all the other questions of its relationship in terms of sub- 
sidies out of the discussion. 

Mr. Eneir. They proposed that the hydroelectric power resource 
should be dedicated exclusively to the development of the land re- 
source rather than to the development, say, of timber resources, or 
the mineral resources of America? 
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Mr. Scuerpr. I do not think that you can say that. They just 
simply treat the electric power resources as electric power resources 
on its own feet. 

I might read again, under the specific functions described in the 
reimbursement chapter, item No. 1 on the right-hand column of page 84: 


The prices charged for these services— 
hydroelectric power, municipal, and industrial water supplies 





should at least cover costs, including amortization of the investment with interest 
and payments in lieu of State and local taxes. Such payments in lieu of taxes 
should be subject to administrative determination based on the general principle 
that payments on account of multipurpose dams and reservoir projects should 
not exceed those previously paid for properties taken over. Charges for water 
supply should include surface and ground water, when the latter is replenished, 
or maintained by recharging from Federal works. 

Mr. Eneur. At the present time, the power resources of an area 
are sold at a rate which does not exceed the commercial rate. In 
other words, the rate which is fixed is generally the commercial rate, 
or very nearly the commercial rate for power of the same category, 
and the difference between the actual! cost of production of that power 
and the rate which is charged is the amount of the power rate which 
goes in subsidy to irrigation; is that not correct? 

Mr. Scueipr. At the present time, there is a difference—— 

Mr. Eneie. They do not recommend that. They say the power 
should be charged out to the consumer at a rate which reflects the 
cost of the power, including the interest. 

Mr. Scueipr. I would like to refer to item 3, page 245, under the 
chapter that discusses specifically hydroelectric power development. 

Government hydroelectric plants should be designed to produce ultimate 
capacity and energy which will best fit into the requirement of existing and po- 
tential markets on the assumption of the complete regional integration in the 
interest of the lowest possible rate to ultimate consumers. 

Mr. Enaur. That is a very broad statement. There are instances 
in which a dam can be operated as a power dam, or it can be operated 
as an irrigation dam. The two are inconsistent. If the water releases 
are arranged in such a way as to give ultimate capacity and energy, 
then you operate the project as a power project and only incidentally 
as an irrigation project, and insofar as the operation of the project 
is consistent with ultimate power production it is inconsistent to that 
extent with irrigation usages, because your water releases would be 
different. 

Mr. Scueipt. [ would say that they imply throughout the report 
that the multipurpose concept of river basin development should be 
taken into account; that all of the uses of any given water resource 
should be evaluated and compared one with the other to determine 
what maximum total benefit from the resources could be produced 
for that river basin. On that basis it would be necessary for the plan- 
ning and designing units of the Government, whoever they might be, 
to take full cognizance of all the possible uses and weigh them, one 
against the other, so that neither hydroelectric power nor irrigation 
nor municipal water supply, or what other possible use there might be, 
would necesserily be the principe! beneficiary. 

Mr. D’Ewarr. I want to come briefly to that. I think somewhere 
in the report the Water Resources Commission indicates that it is 
their view that the full benefits from the power resources for a region 
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should accrue to power users of that region. I think that you will 
find that in the report somewhere. 

Mr. Scuerpr. Very likely so. 

Mr. D’Ewart. In other words, the full benefits of power resources 
will accrue to the people. Under that philosophy you would not 
reflect the costs of irrigation at all in power rates? 

Mr. Eneie. Not only that, but it seems inconsistent in other 
respects, in that now power development is subservient to the primary 
purpose, which is irrigation. 

Mr. D’Ewarr. That is true. 

Mr. Ener. That is true in my State, in the Central Valley; I 
know under the act authorizing the Central Valley project, it made 
power incidental to any use of water for irrigation. 

Mr. Murpock. Could it be possible that the commission was not 
passing on this point because it is not involved in existing legislation? 

Mr. Encuie. They were supposed to consider the existing law as 
well as the whole field, as I understand. 

Mr. Scueipr. They were given a directive to reexamine the whole 
field of water resources and suggest modifications in legislation. 

This additional paragraph might help you, found in item 1, on 
page 85. It reads: 

Multipurpose-program accounts would be set up for each river basin or regional 
program through which all costs and receipts would be cleared. This would 
include a detailed investment balance sheet, and an annual income and expense 
statement. 

Also, they describe the items to be included in general, but indicate 
that the total multipurpose development of the river basin is the 
objective behind the planning for the undertaking of a river-basin 
development and that no one benefit is being pressed to the exclusion 
or the detriment of others; the maximum welfare for the whole river 
should be taken into account. 

Mr. Encie. We have reached the time we were going to adjourn. 
Can you gentlemen come back Monday? 

Mr. Scueipr. Yes. 

Mr. Eneie. Without objection the committee will resume its 
hearings Monday morning. 

(At 12:35 p. m. an adjournment was taken until 10 a. m. Monday, 
May 21, 1951.) 
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MONDAY, MAY 21, 1951 


House or REPRESENTATIVES, 
CoMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
SUBCOMMITTEE ON IRRIGATION AND RECLAMATION, 
Washington, D. C. 

The subcommittee met, pursuant to adjournment, at 10 a. m., the 
Honorable Clair Engle (chairman of the subcommittee), presiding. 

Mr. EnGie. The Subcommittee on Irrigation and Reclamation 
will be in order for the further consideration of the President’s Water 
Resources Policy Commission. 

At the last session we had with us some representatives from the 
Bureau of the Budget who are helping us interpret the President’s 
Water Policy Commission, including Mr. Floyd D. Peterson, Melvin 
Scheidt, and Donald MacPhail. If you gentlemen are here again 
this morning would you please come forward? 


STATEMENTS OF MELVIN SCHEIDT, FLOYD D. PETERSON, AND 
DONALD MacPHAIL, REPRESENTING THE BUREAU OF THE 
BUDGET 


Mr. Enaue. As indicated in the last hearing the purpose of having 
these gentlemen up here is not to secure any statement of policy from 
the Bureau of the Budget, which at this time has not been crystallized, 
but for the purpose of having these gentlemen, who have some familiar- 
ity with the recommendations made by the President’s Water Re- 
sources Policy Commission, give this committee some light on pre- 
cisely what the Commission recommended in order that we may have 
some definite place to start from with reference to these basic policy 
questions. 

At the last hearing we had discussed the interpretation of the Com- 
mission report primarily as it related to Federal participation in water- 
resource programs and more specifically as it related to recom- 
mendations made by the Commission on reimbursable benefits and 
allocations of cost. 

In addition we had mentioned the Water Policy Commission’s refer- 
ence, or lack of reference, to the use of the interest component to repay 
irrigation costs. 

I think it was indicated by our testimony last time that the follow- 
ing nonreimbursables now in existing law should continue: flood con- 
trol, navigation and fish and wildlife. 

Fish and wildlife at the present time is in part considered for non- 
reimbursable purposes but the President’s Water Policy Commission 
made recreation and fish and wildlife as definite parts of nonreim- 
bursable features of these reclamation projects. 
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I asked Mr. MacPhail and Mr. Peterson and Mr. Scheidt whether 
they would give us anything the Commission said with reference to 
other nonreimbursables, such as national defense, highway or trans- 
portation improvement, and meeting of obligations of treaties and 
salinity and sediment control, all of them being items specifically men- 
tioned in the bill previously acted upon by this committee, I believe 
in the Eightieth Congress, or the EKighty-first, known as H. R. 1770. 

Have you gentlemen since our last session checked any further on 
those particular items mentioned in that old legislation which you were 
not able to comment on at the last session? 

Mr. Scueipt. Yes, sir. There is not in the report the same speci- 
ficity with respect to those additional nonreimbursable items that was 
found in the old bill, H. R. 1770, in terms of precise legislative recom- 
mendations. I think in order to understand what the Commission 
did have in mind it is necessary to recognize that what they were 
proposing was a pretty broad framework of river-basin development, 
taking into account all of the benefits that could flow from the inte- 
grated and coordinated development of a whole river basin. In other 
words, they looked at the problem from the river-basin program point 
of view rather than from the point of view of individual projects. 

They also looked at it from the point of view to trying to assess the 
benefits that would flow to all segments of the society, not to any 
single one, and they came out, as a result, with some pretty broad 
statements as to the kinds of benefits that the planning group, or the 
planning agency, or whomever might be delegated with that responsi- 
bility, should look for in evaluating a project. I think that by read- 
ing a paragraph or two here you can sense what I am trying to drive at. 

On page 61, the second full paragraph on the left-hand side, for 
reference, the Commission says: 

Certain objectives of water-resources development are directly concerned with 
increasing the physical productive power of the national economy—for example, 
agricultural production, power, transportation, and municipal and industrial 
water supply. Beyond these are more general objectives concerned with improv- 
ing the general well-being of the society, through making possible a more whole- 
some and satisfactory way of life. These objectives, among others, would include 
national defense, protection of the public health and safety, provision of recrea- 
tional facilities, preservation of scenic values, and preservation of the national- 
resources base. 

In existing evaluation practices, these objectives are treated as intangible bene- 
fits of multiple-purpose projects. There is a certain logic in such treatment, 
especially when the provisions for military defense or for health and recreation 
are costless byproducts of development for other purposes such as power, irriga- 
tion, or navigation. However, they deserve independent status, and when they 
give rise to additional costs, the costs and benefits should be evaluated on a sepa- 
rate basis. The distinguishing feature of these public, or intangible, benefits is 
that they are “end values’’ rather than means toward the achievement of end 
values. Thus, while irrigated land and electric energy have value indirectly 
through the desired goods they make available, these national benefits represent 
direct contributions to general welfare. 

Public outlays for these general-welfare items can be evaluated only in terms 
of a budgetary decision, made by Congress in response to public opinion, as to 
the proportion of national income the people of the United States wish to devote 
to these purposes. Such a decision is similar to that made by townspeople when 
they decide how much they will spend for education, police, parks, playgrounds, 
hospitals, and disease prevention, and how much for their other public functions. 

The impossibility of evaluating intangibles by means of benefit-cost analysis 
is inescapable, but it is also necessary to supplement benefit-cost analysis in 
connection with the productive purposes of water-resources development already 
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mentioned: agricultural production, power, transportation, and industrial water 
supply. 

Beyond that, I think that for the specific items that you mentioned, 
sir, such as sedimentation and salinity control, as you read through 
this report, you find that the Commission had in mind that where 
sedimentation caused damage, or extra salinity in the rivers caused 
damage, or where they could possibly create some benefit, as when a 
bottom land is flooded with sediment-laden waters, depositing fertile 
layers, that both sides of the picture should be taken into account 
by the planning group or agency. Also, all other similar types of 
effects of water used should be taken into account and weighed in 
the balance. The Commission does not, however, in the report, set 
up a particular category called salinity control for which you would 
specifically plan in the sense that you do for irrigation. 

Mr. Miter. Sir, at that point would you include seepage occurring 
from irrigation projects and irrigation dams? 

Mr. Scueipr. Yes. The impression I get in reading the report 
is that any possible relationship of water to land or to other uses 
must, of necessity, be taken into account by the planning agency if 
it is to do a complete and comprehensive job of making possible the 
maximum use of the water resources and the land resources associated 
therewith in any given river basin and with respect to any given 
project. 

Mr. Mituer. Mr. Chairman, I wonder if I could ask, on page 12 
of this report A Water Policy for the American People, as to the sum- 
mary on page 12, item 22 speaks about reimbursements. Does 
Congress in drafting new legislation or amending existing legislation 
provide for a uniform national reimbursement policy and specified 
principles to be applied? Could you enlarge upon that recommenda- 
tion; is it that interest component and other charges might be non- 
reimbursable as far as irrigation projects are concerned? 

Mr. Scueipr. With respect to irrigation projects the principle laid 
down for general financial treatment 1 think is found ae on page 
59, at the foot of the page, the last paragraph on the right hand side 
of the page: 

Financial feasibility has been urged by some as the determining factor in 
evaluation, that is, they believe that all water-resources projects should be self- 
liquidating. This view implies that Federal agencies should seek out sound 
business opportunities wherever they may be found in the water resources field. 

The basic fallacy in such reasoning is that it seeks to transfer to public invest- 
ments the limitations common to private investments. The Federal Government 
seeks to conserve and develop the Nation’s natural resources for the general 
welfare and not for profit. Hence, financial feasibility is not the same as economic 
feasibility. Financia] costs and returns should be considered in analysis, but 
financial feasibility alone should not determine the desirability of a program or 
project. For this reason the Commission is recommending that Congress elimi- 
nate the requirement that irrigation projects show financial feasibility. 


That is a pretty blunt statement, about as forthright as I think 
there is in the report. 

Mr. Eneue. What they mean by that is direct payments from the 
irrigation features should not be required to balance the cost of those 
features; is that what they mean? 

Mr. Scuerpr. That is right. 

Mr. Enete. It depends on how far you carry it, I assume. 











20 WATER RESOURCES POLICY COMMISSION 


Mr. Scueipt. Yes. As you read through the report, sir, you find 
they do not imply that those benefits which are determinable in a 
precise sense by reason of being able to identify the beneficiaries 
should go free. Wherever beneficiaries are identifiable they lay 
down fairly specific recommendations for the repayment of the 
benefits that would flow to those individuals or to those units of society 
that enjoy those benefits. 

Mr. Miuuer. In that respect, sir, do you think they would recom- 
mend that the feasibility standard be flexible or fixed? To illustrate, 
an irrigation project in my State, which might be on the border line 
of feasibility, might, out in Idaho or some other State, show a better 
relation or ratio of feasibility. 

Do they recommend a fixed formula for feasibility, or is it a flexible 
formula that might be adjusted as to the benefits derived from 
irrigation? 

Mr. Scueripr. It is quite flexible, sir. Generally speaking they 
recommend that the benefit cost ratio, which has generally been 
applicable in the past to nonreimbursable programs, such as flood 
control, should apply to all land development programs, but that 
where, on analysis, the economic ratio, or the benefit-cost ratio in 
terms of actually measurable benefits and measurable costs in dellars, 
is questionable, that the other benefits, such as I just recited— 
national welfare, national defense, recreation—all of those other 
secondary intangible benefits that would flow to society at large or to 
the region, should be recited and they should be recited in fairly 
specific terms as to whether they are moderate, large, outstanding. 
While they recognize that they cannot be evaluated in terms of 
dollars, they recognize that they have a very large value to the people 
and that they should therefore be presented to the Congress for the 
Congress to weigh in connection with the project. If these additional 
factors weigh large enough the project then probably should be 
recommended even though the immediate benefits in terms of dollars 
that they can measure does not add up to the actual cost measurable 
in dollars. 

Mr. Encur. They did not make any specific percentage either, 
did they, as between the direct identifiable benefits that can be paid 
in dollars and cents and those that cannot? 

Mr. Scuerpr. That is right. 

Mr. Encue. In other words, you might have a project on which you 
could show 50 percent of the actual cost would be repayable in terms 
of dollars from the direct beneficiaries and the other 50 percent would 
be allocated to something else. 

Now we have certain nonreimbursables which we have traditionally 
reduced to dollars and cents. For instance, flood control; a certain 
portion of the cost of these projects is specifically allocated to flood 
control and made nonreimbursable. Now, there are others that have 
not been treated in the same manner, and does their report assume that 
we should continue the practice of specifying percentage of a project 
attributable to flood control or benefited by flood control as a non- 
reimbursable, or is that all to be lumped? 

Mr. Scueiwr. No; you would definitely specify the amount by add- 
ing up whatever proportional benefits can be attributable to, or 
result from, flood control or navigation or any other benefit, but where 
you get over into the field of more intangible benefits, not reducible 
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to dollars, frankly, the process becomes rather nebulous and enters 
into the area of just sheer judgment. No precise formula is laid down 
or, it seems to me, could be laid down under the concept that they 
present here. 

You will find in the succeeding chapters in the report where they 
discuss individual aspects of resource development that they do discuss 
certain broadening principles, as, for example, with respect to reclama- 
tion. The report also points out that there is need for Congress to 
consider a broader national concept of recreation across the board and 
throughout the Nation involving possibly the adding up of what we 
have now in the way of recreational facilities, how much further we 
should go, and thereby to try to evolve a somewhat more positive 
policy with respect to the amount of recreational facilities it would be 
useful for the Nation to try to buy. 

With such a policy as that laid down across the board then perhaps 
when each river basin program is being devised the recreation prin- 
ciples of the nation could be more precisely fitted into that river basin. 

At the present time our recreation policy is somewhat on the nega- 
tive side, I believe, in the sense that you are allowed to merely preserve 
what is there; or not to damage it, but not to go forward with any real 
large program. 

Mr. Miuuer. The recreation program then, sir, of course would be 
different than a project that might develop a large output of power 
which you can more or less definitely say, ‘‘We are going to have so 
many thousand kilowatt-hours of power developed and for which we 
can charge so much and it can be used to carry the irrigation costs.” 

Now that is not as nebulous as the recreation plan would be. 

Mr. Scuerpr. The power features, as discussed here, are quite pre- 
cise, as a matter of fact. They recommend very definitely that 
wherever power can be developed in any river basin development, 
either independently or in association with other benefits from the 
river, that on a finding of the need for the power the power should be 
developed. 

Mr. Miuuer. For the intangibles, such as recreation, I presume 
you might put a different ratio on recreation developments that might 
occur close to centers of population and those that might occur out in 
the middle of the desert, 100 miles from the center of population. 

Mr. Scueipt. Yes, sir; that is definitely discussed just along those 
lines in the report; the weighing of the relative recreational values in 
the Potomac River, for example, as against the Harlan County Dam 
in the middle of Kansas, where there is very little water of that kind. 

There would be probably a vast difference in the reactions of the 
people and in the need for recreation of the kind involving water in 
one place compared with another. The Commission recommends that 
that difference should be recognized in any river basin planning. 

Mr. Enaue. Of course, that is all good philosophy, but if you try 
to write it into legislation you have a lot of trouble because you cannot 
find the limits of what you want to do in either. 

Now, does the Commission at any point say: 

These particular nonreimbursables should be set up in terms of dollar contribu- 
tion to the national welfare, whereas others are so nebulous you can’t do that 
and it becomes a matter of judgment. 

Mr. Scueipr. Well, I think what it does is to say that all nonreim- 
bursable benefits from the river basin—flood control, navigation, what 
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have you—shall be evaluated first insofar as it is possible to evaluate 
them in precise dollars, taking into account the actual damage losses, 
let us say, in the case of flood control, specific historical record of dam- 
age losses, the destruction of crops, the stoppage of business, the 
actual business losses, the depreciation in property values that could 
be chargeable against a bottom land that is subject to inundation 
against the appreciation in those values once that land has been pro- 
tected safely against floods; all of those things are recommended as 
being added up in dollar values. 

It is only when you get beyond that point in terms of trying to assess 
the broader benefits that would come from just national well-being 
that you get over into the realm of judgment. 

Mr. Enaue. It seems to me if we set up any kind of a statute which 
would add to the nonreimbursables that we should define what Con- 
gress is willing to consider the nonreimbursable, in both categories, 
those that can be put in dollars and cents and those that are so 
nebulous you cannot reduce them very well; but nevertheless should 
be mentioned and defined and their relationship to the project set 
forth, either as important or unimportant, or crucial. 

Mr. Scueipt. Perhaps I should call to your attention, sir, the report 
of the subcommittee of the Interagency River Basin Committee, which 
I believe you are familiar with. It is a voluntary association of rep- 
resentatives of the various agencies of the Federal Government which 
are directly concerned with river-basin development. Their subcom- 
mittee, over a period of 3 or 4 years, studied this problem of how to 
measure costs and benefits. They have a splendid short report which 
was issued about a year ago in which they set forth the principles for 
the measurement of costs and benefits and they are fairly precise. 
They recommend that the benefit-cost ratio be adhered to; that when 
you get over into the realm of intangible evaluation you have nothing 
to go on. 

he Water Policy Commission received that report. It was accel- 
erated and issued in order to help the Commission. The Water Policy 
Commission reviewed it, and while they accepted many of the recom- 
mendations they still went beyond that and said that they felt the 
more intangible benefits, even though unmeasurable in dollars, should 
still be weighed in any river-basin development. 

Mr. Encue. That gives you an open-ended feasibility policy, there 
isn’t any question. Any time you go into intangibles and there is no 
precise allocation of percentage of the project which can be allocated 
to those nebulous benefits, if you would say, for instance, not more 
than 25 percent of the cost-benefit ratio of this project on a benefit 
basis can be allocated to the intangibles which we specify as follows— 
then you close up the end some place or other, whereas if you don’t 
do that you don’t have the same result. You have an open-ended 
feasibility standard. 

Mr. Bow, did you want to say something? 

Mr. Bow. Yes. I was wondering, Mr. Scheidt, whether or not in 
this report there was any ratio set up of the tangible benefits to cost. 
In the report do they set up any ratio at all? 

Mr. Scueiptr. No, sir. 

' Mr. Bow. It is indirectly recommended that there perhaps should 
re, 
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Mr. Scuerpr. In general they indicate that the benefits should 
exceed the cost, but they do not say by how much. 

Mr. Bow. And recommend that some ratio be established? 

Mr. Scueripr. There is no numerical ratio given. 

Mr. Encue. Congress could very well reach a compromise between 
the two views by specifying the intangible nonreimbursables which 
have been mentioned in these discussions and limit the percentage 
of the benefits which could be allocated to those intangibles in terms 
of percentages and in that event you would possibly close the end 
as far as feasibility standards are concerned unless after they added 
up all of the direct benefits and the reimbursable benefits and the 
nonreimbursable benefits which can be reduced to dollars and cents, 
then the intangibles beyond that, if Congress said they should not 
exceed 25 percent, it would put a definite limit on the kind of a project 
you can authorize. 

I am wondering if you could get us a copy of this interagency 
report vou referred to? 

Mr. Scuerpr. Yes. 

Mr. Eneue. And submit it, not for the record but as part of the 
file of these proceedings? I do not know how voluminous it is. 

Mr. Scuerpr. It is not very large. 

Mr. Bow. Could we have more than one? 

Mr. Encuie. Could we have several of those so our committee can 
look it over? If it is not too large we will put it in the record. Other- 
Otherwise, we will file it for the committee file as part of the 
proceedings. , 

(Copy of interagency report in committee file.) 

Mr. MacPuatt. The Commission’s views on the evaluation of 
projects are pretty generally set forth on pages 64 and 65, which deal 
with the recommendations for the avaluation of projects. You will 
see in that particular section that they call for the preparation and 
presentation of an investment appraisal statement. However, that 
recommendation is predicated on the introduction to that section 
which says that the Commission is convinced that the measurement 
of direct. benefits and costs in dollars is a basically useful tool in 
program evaluation and project selection but that it must be supple- 
mented by other measures if sound decisions are to be reached in the 
public interest. 

Then at the bottom of page 64 the report says: 

The Commission accordingly recommends that Congress direct the executive 
departments in the future to evaluate and report on proposed water projects in 
the following manner. 

Then under 3 they set forth the investment appraisal statement 
and the kind of information which it should contain with respect to 
costs. Under section 4, on page 65, the Commission sets forth three 
measurement values: (1) The direct benefits which result from flood 
sontrol, increases in net income of farm families, and so forth; (2 
secondary benefits which presumably should be shared by State or local 
bodies ; and, finally, in item 5, you come to this question of the general 
welfare. In that respect the Commission says: 

If in a given project or program the total direct and indirect costs exceed the 
total direct and secondary benefits and the responsible agency believes it merits 


consideration for authorization, the agency should include a categorical and 
detailed statement as to whether or not those general welfare benefits which are 
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appraised as important or crucial outweigh the detriments to the general welfare 
similarly appraised and are of sufficient additional value to warrant construction 
of the project. 

There is no indication in that as to relative weights or percentages 
of these various factors. 

Mr. Encie. What you are saying too is this, is it not, there are 
benefits, or the certain intangible detriments of the project which 
can’t be weighed in terms of actual cash detriments and you have to 
consider those in addition to the tangible benefits? 

Mr. MacPuatn. That is right. 

Mr. Enate. In other words, the intangible detriments might 
actually offset the intangible benefits. For instance, there are some 
of them mentioned here: Displacement of population, loss of land 
and minerals, loss of fish and wildlife, and loss of scenic, recreational, 
and historical values. 

We have a case now in a project pending, or being considered for 
authorization in the Dinosaur National Monument in which the 
conservationists have raised a great roar that the loss of scenic 
values which are certainly intangible in terms of dollars and cents 
completely outweigh not only the intangible benefits but the direct 
benefits. In fact, I don’t know of a more ferocious attack ever made 
upon a project than that launched by the friends of the national 
parks on that project, so it is rather hard I would say to get the thing 
into terms of specific percentages. We would much rather have a 
mathematical formula. It is a lot easier to deal with. It settles a 
lot of questions, but I have great doubts we can do that. 

Apparently what the Commission is trying to do is to get up a type 
of reporting on these projects which would clearly present the issue to 
Congress in terms of what the project did from the standpoint of 
benefits and from the standpoint of costs, both direct and intangible. 

Mr. Scuerpr. I think that is correct. 

Mr. Enaue. Do they expect us to implement that kind of a program 
in legislation? Did they say that anywhere? 

Mr. Asprnauu. Mr. Chairman, taking into consideration what you 
have stated and also Mr. Scheidt’s statement about economic and 
financial feasibility, and so forth, and referring to page 9 of the short 
statement, the summary of recommendations, | would like to know 
how we are to approach their recommendations appearing at the 
bottom of page 9 in the first column and the top of page 9 in the second 
column. They state that they are after a simple procedure and it 
seems to me that the procedure which has been outlined here is just 
as complicated as the procedure we have at the present time. 

Mr. Scueipt. It is certainly not simple. 

Mr. Asprnauu. That is what I referred to. 

Mr. Scueript. The report is intended, I think gentlemen, as a very 
comprehensive and broad approach to the whole problem throughout 
the Nation of what to do with our water and our associated land 
resources. I think that that is both its strength and its weakness 
because in the attempt to be broad in coverage, many of the details in 
terms of precise procedure had to be left out of the report apparently 
and it is those procedural determinations that I think are going to 
bother us so much in our review of the report because we are going to 
have to be faced now in our study of this report with how do you do it, 
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by what precise methodology, what precise organizational pattern 
shall we go about the determination of these recommendations. 

Mr. AspInaLL. Have you people of the Bureau summarized what 
you consider to be the contributions of this report as yet? Do you 
have those statements ready? 

Mr. Scuemwr. Not in their entirety yet, sir, because we have de- 
liberately tried not to be too precise until we have had a chance to 
talk with the various agencies, to see how these recommendations fit 
in with the present legal basis and the present working arrangements 
of the various agencies in carrying out their assigned functions. Also, 
with respect to those additional items now added by those recom- 
mendations relating to Federal-local-State relationships, we believe 
they should be discussed with the appropriate official associations 
or assemblages of local officials regarding how they should be im- 
plemented. 

Mr. AspinaLu. Those are not entirely new processes or new 
approaches. We have considered those all the time. We haven't 
definitely stated them as we have in this report. 

Mr. Scueripr. Oh, yes. 

Mr. AspinaLuL. The thing that bothers me is that after reading 
the report and trying to study it I am back at approximately the 
same place where | started. We have nothing any more definite 
than we have at the present time. 

Mr. Scueipr. I am afraid I can’t help you on that, sir. 

Mr. Aspinauy. I understand. 

Mr. Bow. If the gentleman will yield——— 

Mr. Aspinaut. Yes. 

Mr. Bow. I was wondering Mr. Scheidt whether the President’s 
Water Resources Commission prepared definite proposals to imple- 
ment their recommendations? 

Mr. Scueipr. There was a definite piece of legislation presented to 
the President. The President still has it. 

Mr. Bow. What is the present status of that? 

Mr. Scuerpr. It is in the President’s office. 

Mr. Bow. There were some letters written I think by the Bureau 
of the Budget to the agencies asking for their advice on the pro- 
posed legislation? 

Mr. Scurrpr. Asking the agencies to assign working representatives 
to work with us in processing the report and determining how best 
we might implement it, or what next steps should be taken in the 
future development of the ideas presented in the report, with the 
objective of presenting to the President recommendations as to what 
he ought to do with the report now that it has been delivered to him. 

Mr. Bow. And then that undoubtedly will be submitted to 
Congress? 

Mr. MacPuat. Yes. 

Mr. Bow. Do you have any idea when that legislation might be 
presented to the Congress or when those recommendations will be 
acted upon? 

Mr. MacPuait. No, we do not. What we have attempted to do 
in our letter to the various agencies is to set a certain list of priorities 
for getting at the mass of recommendations that are made in the 
report. The letter in part points out: 


The scope of the Commission’s report and recommendation is so great that it 
seems desirable to follow a definite order in the consideration of subjects by the 
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various participants in this study. At the same time I believe that we should 
attempt to arrive at recommendations for over-all policy as rapidly as practicable. 
Because a considerable period of time may be required to arrive at final recom- 
mendations I suggest that preference be given initially to the following specific 
policy problems that may require an early answer. 

Those are generally the issues which Mr. Engle set forth. We have 
a copy of this letter, which we have submitted for the record, Mr. Bow. 

The President’s letter to the agencies indicated his desire to get 
legislation as soon as practicable on it in certain areas. The letter 
says: 

It is my intention after careful review of the report and recommendations to 
take such administrative actions and to submit to the Congress such legislative 
recommendations as seem appropriate from time to time. 

Mr. Bow. It is fair to assume, I imagine, that there will be some 
differences between what the Bureau of the Budget and the agencies 
will agree upon and send up to us as to what there is in this Commis- 
sion report? 

Mr. MacPuat. I would say that is a very fair assumption; not 
only between the Bureau of the Budget and the agencies, but possibly 
between the agencies themselves. 

Mr. Bow. So that as we study all of these questions of the Commis- 
sion report we may be just a little premature in many of the things 
that we are taking up here today? 

Mr. MacPuam. From the executive branch standpoint that is 
probably correct in that we can offer you no views as yet. From the 
standpoint of its usefulness to the committee and your desire to get 
at what the report contains, however, it could have considerable 
value. 

Mr. Bow. That is all. 

Mr. Eneate. I wanted to comment on what Mr. Bow said about 
the matter of timing. The executive agencies have the responsibility 
to present something to the Congress. On the other hand the Con- 
gress is not bound by what we at the executive agencies present and 
we may prefer to establish a policy of our own. It is for that reason 
that I have started these hearings, not for the purpose of immediately 
arriving at any conclusion, but trying to get a basis from which to 
operate and then, Mr. Bow, get in some of these people from out in 
the country themselves, such as for instance the National Reclama- 
tion Association and other people in the far West who have spent a 
lifetime dealing with this problem, to get their comments on it be- 
cause we are liable to find out that there is serious disagreement 
among the people who operate these reclamation programs in the far 
West and who are either victims or the beneficiaries of them and the 
Executive agencies themselves and it would seem to me to be wise 
to start to try to crystallize thinking, not only for the benefit that it 
will give this committee but I suspect also the benefit that it may 
give some of the executive agencies which simultaneously are consid- 
ering the same problem. 

Mr. Bow. I would agree with the chairman substantially but I 
would suggest too that it is of interest to the entire Nation and all 
the people of the country what we do with the taxpayers’ money 
and I don’t think it should be limited to any particular area. 

Mr. Enaue. That is very sound and I suspect before we are through 
we will have some of the national organizations—National Grange 
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and National Farm Bureau and perhaps the United States Chamber 
of Commerce and others who are interested in this. 

Mr. Scuerpr. I would suggest, sir, that if you decide to go forward 
with a series of hearings of this kind, there will be a great many 
others. The pollution problems of the rivers are such, for example, 
that probably the National Public Health Association or some similar 
agencies would also be interested. 

Mr. Enaue. I grant you this, there is one thing about this that 
has concerned me a little and that is the matter of jurisdiction, and 
I am quite anxious to preserve the jurisdiction of this committee and 
this subcommittee because this problem is broad enough to put the 
specific legislation some place else. We have seen legislation come 
up to Congress which vitally affected western reclamation and lo and 
behold, it came out in some other committee and the committee most 
familiar in my view with western reclamation problems never had a 
chance to sit in on the legislation at all. 

I don’t want to see that happen and further than that when the 
President finally gets ready to submit legislation, | hope that I am 
appraised of it sufficiently soon so that I can take a good look at it 
and perhaps help to arrange the course it will take up here. 

I wouldn’t want the legislation implementing the President’s 
Water Policy Commission report to fall in the hands of committees 
wholly unfamiliar with the water problems of the far West and 
primarily dedicated to other purposes. 

We have illustrations before this committee all the time, for instance 
in the field of the National Forest Service, which is primarily a 
western problem, being taken up in the Committee on Agriculture, 
much to my disgust. 

Mr. Aspinauu. I have only one other question, Mr. Chairman. 
I think the others were answered. 

I was going to ask if you had been appraised of any effort on the 
part of the executive or administrative part of the Government to 
get help from the legislature to draft this proposed legislation? 

Mr. Eneaie. They haven’t asked me, but I am right in the middle 
of it anyway. 

Mr. AspinaLi. Do you know of anyone they have asked on the 
legislative side? 

Mr. Enaure. No. 

Mr. MacPuar. If | may comment on that, Mr. Chairman, at 
the moment as far as the executive branch is concerned, I think that 
question is considerably premature. We are not in a position yet to 
draft legislation or contemplate drafting of legislation. 

Mr. Asprnauu. I understood a bill had already been prepared. 

Mr. MacPuait. As a service to the President, the Commission, as 
part of its closing work, did draft up a bill which it left with the 
President. The President naturally could take no action until he had 
had an opportunity to study the whole report and get together the 
views of the executive agencies concerned. 

Mr. Asprnauu. Weren't we as a legislative body permitted to 
create the Water Commission? 

Mr. MacPuaiv. It was created by the President, but it was a 
legislative act which permitted it. 

Mr. Enote. It is under the general powers of the President. 

Mr. MacPaait. Yes. 


Ca 








28 WATER RESOURCES POLICY COMMISSION 


Mr. AsprnaLu. I appreciate that but it is approved by appropria- 
tions made by the legislative branch and therefore it is created by the 
legislature. Why isn’t the legislative body permitted to see to pro- 
posed legislation just the same as the legislative themselves? 

Mr. MacPuai. In this case the President has not yet submitted 
the recommendations to the Congress. The legislation is not legis- 
lation which necessarily represents the President’s views as far as 
the report is concerned. 

Mr. AspiInatu. It does represent the Commission’s views, does it 
not? 

Mr. MacPuart. Presumably it does; ves. 

Mr. Aspinaty. That is all I have. 

Mr. Enate. Mr. D’Ewart. 

Mr. D’Ewarr. I think we ought to understand that legislation that 
has to do with these nonreimbursables and all the other things that 
we have been discussing has been submitted to the Congress in pre- 
vious sessions and largely it was written by the Bureau of Reclamation. 
It was so broad and so extensive that the Congress refused to go along 
with it. In other words, the purpose of the bills that you mentioned 
awhile ago was to extend the right of the Bureau to find the project 
feasible and to authorize projects, without reference to Congress. 
That was the purpose of the legislation that was sent up here and they 
went so far in most of those bills that we refused to approve them. 
That has been going on for 5 or 6 years to my knowledge and as a 
result of those debates and all the discussion the President appointed 
this Water Resources Board to see if we could arrive at some conclu- 
sions that would be constructive and acceptable to all the various 
agencies and to the Congress. I don’t think that it is necessary—or 
let me put it this way—in one place in the Water Resource report they 
recommend that al! previously authorized projects on which construc- 
tion has not been started be reviewed by the Congress; which would 
indicate that we are going to reexamine the authorization of previously 
authorized projects in the light of the studies that we hope to make 
here—not only future projects, but projects that have been reauthor- 
ized in the past, [ therefore doubt the necessity of writing all these 
measurements that we are going to use into legislation. 

If we are going to examine the project I think we should have a 
standard that is understood by the committee that is understood by 
the departments, understood by the Budget Bureau, that we will be 
guided by. But if this committee is going to examine every project on 
its merits, why then this committee is going to be the final judge and 
will write legislation applicable to that project and we can write in 
authorization of such things as we think are necessary in regard to 
reimbursables and repayment and make them applicable to that 
single project, regardless of the recommendations of the President's 
Water Resources Commission, regardless of the recommendations of 
the Bureau, but as the Congress thinks best. 

In other words, if we write this legislation for each project or each 
basin it does not make much difference what is in the previous legisla- 
tion because we can write new and specific legislation for that project. 

Therefore we need a general rule to guide us, but it does seem to me 
if we carry out the intent of examining each of these projects on its 
merits or each of these basins on its merit that we need to write legis- 
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lation extending and broadening the right of the Bureau to authorize 
projects. 

Mr. Enauie. That of course brings up a wholly different matter. 
When you talk about the authority of the Bureau to authorize 
projects you are talking about the automatic authorization which 
is permitted in the reclamation law of 1939. Now that is something 
I wanted to ask Mr. Scheidt about, or Mr. MacPhail or Mr. Peterson, 
if the Water Policy Commission made any comment on the provision 
of existing law which permits an automatic authorization. Now 
here is what we got into the last time and I think the gentlemen 
from Montana will agree with me on this: We undertook, through 
some legislation, to broaden the field of nonreimbursables, but we 
did not take out of the law the power of automatic authorization and 
a great many Members of the Congress felt that when we broadened 
the field of nonreimbursables to include so many intangibles and left 
in the law the power of automatic authorization that we in effect 
abrogated the authorization power of this committee because we had 
opened up the field of feasibility to such an extent that there really 
wasn’t any standard, whereas under existing law we do have rather 
specific standards. We know precisely what the nonreimbursables 
are supposed to be and they are supposed to be reduced in terms of 
dollars and cents for the most part and although there may be some 
argument about whether there was a proper allocation of the dollars 
and cents in each case, nevertheless the standards exist and to that 
extent the power of the Secretary to make an automatic authoriza- 
tion under the reclamation law was limited, when you broadened the 
nonreimbursables and we had 10 of them listed in 1770. A great 
many of the Members of Congress felt that we were creating an 
open-ended situation, which was in effect a complete abrogation of 
legislative power. 

I am not so sure in all instances that the power of the Secretary to 
make automatic authorizations should exist. There is some senti- 
ment throughout the country that that law should be completely 
repealed. I am not so sure of that, in reference to small projects, 
but my observation has been that small projects simply don’t have 
the political muscle to pull their way through this Congress, how- 
ever meritorious they may be, and so I have not favored altogether 
the abolition of that automatic power but whenever you expand the 
reimbursables to include the intangibles, without putting a percent- 
age allocation on them for all projects, you have abrogated the legis- 
lative power of authorization. 

Mr. D’Ewarr. The Department went way beyond enlarging the 
nonreimbursables. They said we would have an indefinite repayment 
period. 

Mr. Eneur. I am not sure that doesn’t exist now for all practical 
purposes. 

Mr. D’Ewarr. That is right, but it hasn’t been in practice and 
they wanted it written into the law that it would be an indefinite 
repayment period. 

Mr. Eneaur. Let me ask Mr. Scheidt that question: Is there any 
reference in this report to the power of automatic authorization? 

Mr. Scuerpr. It is treated negatively, sir. They do not precisely 
refer to it. As you recall, a moment ago I mentioned that they 
recommend that irrigation projects be placed on the same footing as 
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all other land-development programs or flood-control and navigation 
programs in the sense that the project be evaluated on the basis of 
economic feasibility, rather than financial feasibility. 

I think that the implications of that will have to be studied to see 
whether or not the Commission implies that that would involve a 
change in the law. Probably it does, but I cannot say exactly because 
there is no precise reference in the report itself, or no recommendation 
that the existing reclamation laws be repealed or rewritten. 

Mr. Ener. The plain implication of it is that when you authorize 
projects on the basis of economic feasibility they should be authorized 
by Congress. That is plain enough in the report isn’t it and the 
difference between financial feasibility and economic feasibility is this: 
That when you weigh projects on financial feasibility you consider 
the ability of the project to repay the cost of the project from the 
direct beneficiaries in terms of dollars and cents, whereas in weighing 
them on the basis of economic feasibility, you take not only the direct 
cash payments from the direct beneficiaries, but include the intangible 
economic or national benefits; is that correct? 

Mr. Scueipt. That is right. 

Mr. D’Ewarr. If the Chairman will yield, it seems to me that when 
the President’s Commission recommended that the Congress review 
presently authorized projects under which construction had not 
started that they were in effect taking away the Bureau’s right for 
automatic authorization. In other words, they don’t say that the 
Department review these projects. They say the Congress review 
those on which the construction has not started. 

Mr. Eneair. Now we get down to this matter of State and local 
participation in financing. That embodies a new concept as far as 
reclamation is concerned. In the field of flood control it has always 
existed as far as I know. In the field of flood control it has been 
standard practice as I understand for the Government to insist that 
local participation include the making of the land available for the 
project, the rights-of-way available for the project and the mainte- 
nance and operation of the project after it is built. 

What does the Commission recommend with reference to state and 
local participation in the financing of reclamation projects, if any- 
thing? 

Mr. Scueipt. They recommend with respect to all river basin 
projects, not just reclamation, that to the degree that secondary bene- 
fits are identifiable and to the degree that agreements can be arrived 
at with both local government and State government, that those 
secondary benefits be shared. They do not offer a precise formula for 
sharing. They leave that in the language of the report, to the effectu- 
ation of an agreement between the local and State governments and 
the Federal Government. 

Something is going to have to be worked out on what kind of an 
agreement that should be, or whether or not that should be left, 
within a broad framework, to the judgement of river basin planning 
groups, or agencies, that will handle the matter, Some kind of guide- 
\ines it seems to me will have to be defined, and I would assume that 
/hat is going to involve discussions with approriate associations and 
groups of officials representing the local and State Governments. 

Mr Encte. Let me see if I can get this tied down. Can it be 
stated definitely that the Commission recommends that an additional 
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reimbursable be added, namely, a State or local participation in the 
payment for indirect benefits to the area in which one of these projects 
is to be built? 

Mr. Scuerpt. I believe they use the term “secondary benefits”? but 
otherwise, yes, sir; that is correct. 

Mr. Eneue. Mr. D’Ewart? 

Mr. D’Ewarr. In the 1944 Flood Control Act it provides that the 
projects authorized under that act shal! be submitted to the States for 
approval before they come to Congress and the Army engineers or the 
Bureau of Reclamation has to do that, and that includes not only Army 
engineers’ projects, but it includes reclamation projects. The rec- 
lamation projects also have to be submitted. 

Now my question is, Does this State participation contemplate 
under the President’s recommendations and the findings shall be sub- 
mitted to the States for approval before they come to Congress? 

Mr. Scuerpr. The organizational arrangement which is recommend- 
ed in the report for developing the river basin program in the first 
place contemplates not only submitting but actual participation by the 
States and through the States of local representatives in the planning 
process. 

Mr. D’Ewarr. Very much as under the 1944 Flood Control Act? 

Mr. Scuetpr. They contemplate some form of river basin organiza- 
tion in which the State governments would actually have voting mem- 
bership on the group that participated in and developed the river 
basin program. 

Mr. D’Ewarrt. That is all. 

Mr. EnGue. Dr. Miller? 

Mr. Miuuer. I would like also to ask if there is anything in the 
report relative to irrigation districts formed outside of the reclamation 
people, a local group, who will form an irrigation district under State 
laws for the purpose of irrigating land within the State? 

Was there any recommendation relative to benefits that they might 
have, nonreimbursable benefits, such as flood control, if they build 
their own projects? 

Mr, Scuerpr. I am not too clear on the question you asked, sir. 
There is a recommendation in here that consideration be given to the 
problems of the smaller irrigation districts, particularly privately 
financed, to the degree that they may require assistance and certain 
recommendations are made whereby they could receive assistance, 
but I frankly do not recollect at this moment whether they recommend 
the nonreimbursable benefits that would flow from a private irrigation 
district should be recognized 

Mr. Mruter. You can readily see where the people build their 
own reclamation project and dams, they would build them for the 

urpose of controlling floods so they wouldn't destroy their lands, 
ut they do it privately financed. 

Mr. Scueiwr. That is right. 

I would assume that since they recommend a comprehensive total 
river development, the existence of, or the proposal to establish, a 
privately owned irrigation district would have a place in that river 
basin development in the same sense that a municipality that needed 
an additional water supply would have a definite place in the river 
basin development and would automatically, if the organizational 
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set-up recommended comes into being, have to be recognized and 
given a place in the developmental plan. 

Mr. Enaie. Now on this matter of State and local participation 
and financing, that intrigues me for this reason, that we are getting 
to the point where the easy reclamation projects have been built. 
It is obvious to some of us that unless we arrange a more liberal 
formula for authorizing reclamation projects, reclamation is going to 
pretty much come to an end. In my own State, which has probably 
the biggest reclamation development in the whole West, the Central 
Valley of California, we are about at the end of the rope as far as 
projects which will qualify under existing law. As far as I know, 
except perhaps for some small ones, there is only one more really good 
multiple-purpose project in my State which has power enough in it 
to return a large part of the cost. The rest are on extremely flimsy 
ground as far as the old standards of financial feasibility are con- 
cerned and it has occurred to me that it may be necessary and there 
is some thought along this line out in my State, to get the State 
and the local people more substantially into the picture. It is 
altogether possible that the Federal Government and the local people 
working jointly in considering all the benefits to flow from these recla- 
mation projects, may be able to put into existence additional reclama- 
tion which otherwise would be completely infeasible. 

Now is that what this report contemplates? 

Mr. Scueipr. I think so, sir. I think it contemplates the bringing 
in of extra district areas in the sense that it recommends conservancy 
districts, or other tie-in’s with local governmental organizations having 
ad valorem taxing powers which could be used as a basis for assessing 
those to whom benefits flow of a secondary nature—the dry cleaning 
man in town, the grocer, the movie establishment—all of those who 
benefit and have their livelihood as a result of the business they do 
with the people who actually spread water on the land. 

Mr. D’Ewarr. Might I ask a question? 

Mr. Enaur. Mr. D’Ewart. 

Mr. D’Ewarr. My State has a water conservation board in Mon- 
tana under which they issue bonds and build irrigation projects, but 
so far they have had to finance their own bonds through RFC, through 
the various agencies for that purpose. 

Does this report contemplate that the Federal Government could 
pick up some of those bonds with reclamation funds? That is, 
participation in a project constructed by the State, rather than by the 
Bureau of Reclamation? Last year they irrigated more acres in my 
State than the Bureau of Reclamation. Does this report contem- 
plate that the Federal Government could contribute to the State 
agency in building reclamation projects? 

Mr: Scuerpr. There is no such precise recommendation as that. 

Mr. D’Ewarr. Not even for nonreimbursables? 

Mr. Scueipr. No; the recommendation would flow in the direction 
of the State’s participation in the river basin planning group to deter- 
mine best how the whole river basin would be planned. If the State 
had projects that it proposed to undertake then the problem when 
they came to evaluating benefits would be worked out in an assembled 
meeting with the various governmental representatives of the various 
Jevels, to determine where these benefits should flow, who should pay 
for them and how they should be paid for. 
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Mr. D’Ewarr. And if a State agency, had within a project that 
it was building some beneficial item or some nonreimbursable under 
Federal law then the Federal Government would not be able to pick 
up the check for that nonreimbursable? 

Mr. Scuerprt. I don’t believe we could say that. 

Mr. D’Ewarr. I mean as in the Water Resources report. 

Mr. Scuerpr. | think that is something that would have to be 
worked out in connection with the planning of the whole river basin 
program. 

Mr. EnGue. Let me give you an illustration of what the gentleman 
is talking about. 

We have a project out in my State called the Cherry Valley project. 
It is part of the Hetch-Hetchy. It is being built by the city of San 
Francisco. 

The city of San Francisco came in here and by special legislation 
got the Federal Government to fork over 4 or 5 million dollars—I 
have forgotten the precise amount—as a contribution to the building 
of that project for the flood control benefit. 

As far as I know that was a step quite unprecedented in Federal 
water policy. We now have another project out there that is being 
considered by the State and very seriously advocated on what is known 
as the Feather River. It is a huge project. It may run between 
$450 or $500 million. 

The publicity I have seen on it, coming out of the State agency, 
indicates that they have in mind a Federal participation in the amount 
of the nonreimbursable flood control which is contributed by the 
project. 

In other words, let us assume that on the whole picture they came 
to the conclusion that $80 million, or $100 million or $200 million of 
the project was a nonreimbursable item, allocated to flood control 
and they said “OK, Uncle Sam; you put in that much and we will 
put up the rest.” 

Now when we add a great many more nonreimbursables under 
Federal law, including all of these intangibles that have been referred 
to, is there any contemplation in this report that that should be 
participated in by the Federal Government? 

Mr. Scueipr. It seems to me that what the report seems to recom- 
mend is a joining of forces, efforts, and interests so that all possible 
benefits from a river basin can be obtained. 

Mr. Enate. It will end up in an argument about who is going to 
run the project. 

Mr. Scuerwr. That is right. 

The best way that I can illustrate what I think they mean—and I 
may, as I go through the report and participate in the succeeding 
months of study change my mind many times as to what I think 
they mean—it would be like a municipality requiring an additional 
water supply and proposing at the moment to go ahead on its own 
to do that. 

Now, it might build a dam and the dam would be of a certain size 
that would adequately supply the city with water and the city would 
pay entirely 100 percent for that project, but if by sitting down with 
a number of Federal and State agencies having a variety of interests 
the Federal Government, through its flood-control and reclamation 
programs and the State government, perhaps through some fisheries 
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program of its own under its natural resources or fish commission, and 
all adding up what it is they all want to accomplish, the city may get 
its water supply at Jess cost than it would have otherwise, merely 
because when all of the interests add their efforts together they come 
out with a total program, each of which is achieved at less cost than 
each one individually would have cost. 

Mr. Ener. Let us take a specific illustration. Let us take the 
Feather River project, which is now in contemplation out there. Let 
us assume it is a $400 million project and it would be considered 
economically feasible for the Federal Government to build. As a 
$500 million project, which it will actually cost, it will not be so con- 
sidered as feasible by the Federal Government. 

The State comes along and says, ‘All right, Uncle Sam. You put 
up your $400 million and we will bond the State and put up the other 
$100 million into the account, to pay off the difference between what 
the project actually costs and what you feel you can afford to build 
it for as a Federal project under your established standards of eco- 
nomic feasibility.” 

Now would that fit into the kind of a program that this Commis- 
sion has in mind? 

Mr. Scuerpr. That is possible on a Federal project. 

Mr. Enate. Is that correct? 

Mr. Scueipr. Yes, provided that the contribution you mention 
would represent an equitable distribution of the costs. 

Mr. Ener. That seems to me to be a suggestion that has some 
possibilities in it, in the light of certain attitudes which are being 
taken in my State at this time where we are having one of the worst 
water shortages we have had in our history. 

Mr. D’Ewarr. Let me propose another illustration. 

The Bureau of Reclamation has said my State water board is not 
qualified to receive low power rates for pumping water. If the 
State builds an irrigation project they charge 5 mills for pumping 
water. If the Bureau of Reclamation builds an identical reclamation 
project right beside it they charge 2.5 mills, and, of course, my State 
resents that difference in charge. 

Would it be contemplated in this cooperation and participation 
between the Federal Government and State that the rate charged 
should be the same whether it was built by the Federal Government 
or State? 

Mr. Scnerpr. I don’t believe I can answer you precisely, sir. I 
think, again, that the development of electric power, the utilization 
of water for irrigation, the other benefits that would flow from any 

iven river basin development, would probably have to be worked out 
i agreement as the whole river basin development went forward. 
The only way that I could see that any answer could be arrived at 
with respect to your question would be within the framework of 
whatever organization might be created to plan for the total develop- 
ment of the river in any riven instance. 

Mr. D’Ewarrt. It puts a terrific handicap on a State using its own 
money to develop small pumping projects, when they get charged 
twice as much for the same power as they would if it was done by 
the Bureau. Experience has shown the State can build for less cost, 
for various reasons, than the Bureau. 
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We are hindered in doing it because of the difference in power 
rate. If there is an honest desire to participate the rate should be 
available to them at the same as the Bureau project, it seems to me, 
and I wonder if that is contemplated in this participation program. 

Mr. Scueipr. Nothing specific has been said on that subject. 

Mr. Encur. Here I see that one of your items in the letter of April 
16, 1951, sent to these various executive agencies, relates to the stand- 
ards for justification of projects. I assume we have overlapped that 
subject to a certain extent; have we not? 

Mr. Scueipt. We have been discussing that all along in connection 
with the problem of the evaluation and the various formulas for deter- 
mining what benefits would flow from a project, what they are worth, 
and what costs would be involved in developing the project. 

Mr. EnGue. More particularly their recommendations on that are 
set forth on pages 64 and 65; are they not? 

Mr. MacPuat. That is right. 

Mr. Encuer. Those are the recommendations with reference to 
standards for a justification of the project? 

Mr. MacPuatn. Yes, sir. 

Mr. Eneux. Those previously have been alluded to by Mr. 
MacPhail. 

I take it that vou gentlemen haven't gotten down to the proposition 
of trying to figure out how vou would write that into legislation? 

Mr. MacPuat. No, we have not. 

Mr. Enate. I notice also there is a reference here to the 160-acre 
limitation for reclamation. I assume that the Commission has had in 
mind that the application of the 160-acre limitation has developed 
some problems in areas where it is sought to impose the 160-acre limi- 
tation on an established agricultural development, as distinguished 
from an area where actual reclamation is taking place on new public 
lands brought into production; is that right? 

Mr. Scuerpt. Yes, sir; but generally speaking they recommend that 
the 160-acre limitation with respect to the development of land be 
adhered to, not only with respect to reclamation or irrigation-reclama- 
tion, but with respect to all reclamation, drainage, and other new de- 
velopments as well. 

Let me see if I can find the reference. 

Mr. MacPuai. Page 14, recommendation 43. 

Mr. Scuerpt. 42 and 43, on page 14, in the Summary of the Recom- 
mendations touch on that subject: 

42. The principle embodied in the reclamation law that the benefits of Federal 
financial assistance through irrigation projects should go only to fsmily-sized 
farms, together with other antispeculation and antimonoyoly provisions, shculd 
be maintained and enforced. It should be extended to apply without discrimina- 
tion to all new projects involving Federal investment in the reclaiming of land, 
whether by irrigation, drainage, or other methods. 

43. The present 160-acre limitation provision should be considered as a maxi- 
mum, with flexibility for adjustment downward after hearings, to adapt it to 
types of farming characteristics of different areas. It should apply only to the 
reclaimed portion of a farm. 

Mr. EnGuie. Are you reading these recommendations to me? 

Mr. Scuerpr. There is one other item that may help, item 44. 

44. In regions where it is proposed to deliver supplemental water to areas 


already under irrigation, provision should be made for the supplying of an equi- 
table share of such water to existing farms exceeding the acreage limitation 
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under utility-type contracts. In these contracts the charges for the water should 
be based on the full cost of supplying water to such lands, including amortization 
with interest of the full investment allocable to this purpose. 

In other words, they do provide for existing irrigated farms of more 
than 160 acres, but they make some differentiation there by saying 
that interest should be included in the charges on the investment, 
whereas under ordinary reclamation, new reclamation that is, no 
interest would be charged. 

Mr. D’Ewarr. That probably makes it prohibitive. You might 
just as well have said “no” in the first place. 

Mr. Enaue. That is the question that occurs to me, whether or 
not it doesn’t make it prohibitive. I am not so sure that it does. 

Mr. Scueipt. I don’t know. We would have to study that, 

Mr. EnGie. Supplemental water can be paid for at a pretty 
high rate. 

Now do you read into this that this principle should apply to all the 
water policies of the Federal Government, including flood control? 
Would you say with reference to a flood-control project that the lands 
to be protected and safeguarded by expenditure of the Federal 
Government for flood control should be subject to the 160-acre 
limitation as a maximum? 

Mr. Scuerpr. I don’t see how that can work. 

Mr. Ener. Can this be implied from this report at all? 

Mr. Scuerpt. No, | think this limits it primarily to the develop- 
ment of land. Where just protection is involved it seems to me it 
would be an onworkable concept. In any case, | don’t know of any 
precise reference in the report to the application of acreage limitations 
to flood-control projects as such. IL would think it would be a little 
difficult to keep water off only 160 acres of a man’s farm and let the 
flood go on the remainder of it. 

Mr. Enawe. It says in the last sentence in No. 42, page 14, it 
should be extended to apply without discrimination on all new 
projects involving Federal expenditure, for drainage, or other methods. 

Now, if you reclaim land by saving it from annual inundation by 
floods, you might, without distorting that language very much, get 
to the conclusion that they meant the flood-control projects should 
be included in the same category. 

Mr. Scueiptr. There is that implication that could be read into it. 

Mr. Enave. In other words, the Commission says the way to 
handle this business of supplemental water is to charge for the full 
cost of it. 

Mr. D’Ewarrt. I believe that is a new idea. Before we liave just 
ignored the 160-acre limitation and gone ahead as if it wasn’t in 
the law. 

Mr. Eneauie. Now under No. 4 you refer to the use of basin account- 
ing. What does the Commission recommend with reference to basin 
accounting and what does it mean when it refers to basin accounting? 

Mr. Scueipr. I refer to item 1, on the right-hand column of page 85, 
under ‘‘ Reimbursement procedure.” 

The Commission has attempted to work out a procedure which, subject to such 
modifications as required in the future, will meet the requirements of its recom- 
mendations. It believes that the elements outlined below constitute the founda- 
tions of a successful reimbursement policy and that the Federal Government in its 
operations should seek to apply this policy. 
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1. Multipurpose program accounts would be set up for each river basin or 
regional program through which all costs and receipts would be cleared. This 
would include a detailed investment balance sheet, and an annual income and 
expense statement. These accounts would also be classified according to project 
and function. Annual costs would include operation and maintenance, reimburse- 
ment to local and State governments for any tax losses resulting from the develop- 
ment, and also amortization of the reimbursable investment over a period ordi- 
narily not to exceed 50 years, with or without interest, as provided in the reim- 
bursement principles set forth above at the Federal long-term borrowing rate. 
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In other words, I take that to mean that for purposes of determining 
how the project was going you would in effect set up a set of books, not 
for the purpose of funding, but for purposes of accountability as to 
how the whole river-basin development was meeting the objectives for 
which it was constructed and developed. 

Mr. EnGuie. In other words, each project wouldn’t be required to 
stand on its own feet; as long as considered a portion of the whole, the 
whole itself was economically feasible, as distinguished from financially 
feasible? 

Mr. Scueipr. That is right. 

Mr. EnGte. In short, vou might have a little irrigation project which 
by itself would not pay out on the financial basis, or perhaps even on an 
economic basis, but on the whole it would be economically feasible; is 
that right? 

Mr. Scueipr. It could very well be, sir. 

Mr. Encue. There has been some argument, as I understand, up in 
the Northwest about this business of a basin account. I am not so 
sure of what it is all about, but some people evidently oppose the basin- 
account theory. At any rate there is no question so far as that is 
concerned where the Commission stands on it; it believes in the basin- 
account method. 

Mr. Scueipr. Of evaluating the results. 

Mr. D’Ewarr. Do they believe that it should also apply to col- 
lections and payments of costs? 

Mr. Scueipr. The collection of payments and costs should be 
within the framework of whatever reimbursable policy might be 
devised as a result of these recommendations. Presumably if these 
recommendations were adopted they would change some of the pres- 
ent concepts of reimbursements, but within whatever framework of 
reimbursement was set up the reimbursable aspects would be totaled 
up in this accounting process and so also, I take it, would be those 
benefits which are not collectible, but which are evaluable. 

Mr. D’Ewarr. The basin accounts contemplate that all income 
because of the construction of the project should go into one account 
and all the expenses, because of the construction and operation of that 
project, should be paid out of that account. 

Now the objection in the Northwest was that they were scarced to 
death for fear hydroelectric rates would be loaded with so much costs 
that it would raise their rates until they would not have the advan- 
tage over the rest of the United States that they now have. That was 
the basis of their objection. 

Mr. Scueipr. Mr. D’Ewart, I don’t believe that this particular 
paragraph has to do with actually transferring funds or payments. 
This merely is a paper accounting operation, to determine whether or 
not the project was meeting the objectives for which it was designed in 
all of its aspects. 
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Certainly I don’t believe this would imply that the Federal Govern- 
ment would pay into this account its share of the nonreimbursable 
funds. It would merely be written onto the books. 

Mr. D’Ewarr. But if in the Columbia Basin, for instance, there 
was a project that could not stand on its own feet, and would there- 
fore be a load on the power rate, that would come within the province 
of this recommendation? 

Mr. Scuerpr. If that was the basis on which the law said it could be 
financed. 

Mr. Enaue. The proposition is that they say that each one of 
these factors in a basin development should be handled at its own cost. 
For instance, if I understood the testimony the other day, it is not 
contemplated in the Commission’s report that power should be 
saddled with an irrigation subsidy; is that right? 

Mr. Scueripr. Well, that was the question that we were raising the 
other day under the use of the interest component. Depending upon 
how you approached the problem, you could determine that you could 
or couldn’t use the interest component. 

The recommendation here does say that irrigation shall stand on its 
own feet in terms of economic feasibility. The farmers are to be 
assessed on the basis of their ability to pay and additional amounts 
shall be collected by agreement with conservancy districts, State 
government, and other non-Federal bodies. The remainder of the 
cost of the project shall be considered a nonreimbursable general 
welfare cost, to be borne by the Federal Government. 

How the Federal Government will bear that cost is a matter of 
interpretation of the other aspects of the existing law, or of whether 
or not the existing law is to be changed. 

Mr. Eneir. What I am driving at is this: If the former concept, 
which I got from the testimony last Friday is correct, and is the one 
to be followed, then the objections which the people in the Northwest 
have to the basin account method would immediately be obviated 
wouldn’t it? 

Mr. Scuerpr. Yes. 

Mr. Eneie. Now one other thing, if I may pursue this just a 
minute. 

You refer to section 1 in the right-hand column, page 85, and it 
refers to a pay-out period of 50 years. 

One of the arguments we have had around this committee is what 
kind of a pay-out vou should have. We have had projects in here 
with a period of 75 years; we have had bills in here that provided 
that the pay-out period should be in effect the useful lifetime of the 
project, whatever that was. It might have been a thousand—I don’t 
know—and we bave had it argued that the reclamation law now 
provides for a 40-year pay-out period, plus a 10-vear development 
period. 

Is it your view that the Commission says in effect that the pay-out 
should be limited to half a century? 

Mr. Scuerpr. Yes, sir. 

Mr. Enaue. In other words, they are plain and explicit on that 
particular point, that it is not three-quarters of a century, it isn’t a 
century; it isn’t the useful life of the project; it isn’t the 40 years, plus 
10 years’ development period, but it is 50 vears? 
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Mr. Scuerpr. The language precisely is: 

Over a period ordinarily not to exceed 50 years, with or without interest. 

Mr. Eneue. That doesn’t include, then, the normal development 
period? 

Mr. Scueripr. No, sir. 

Mr. Eneie. Whatever that would be—10 years or two 10-year 
periods, whichever they chose to make it. 

Mr. D’Ewart? 

Mr. D’Ewarrt. For one time it is definite. 

Mr. Enaie. We have them on a couple of definite points. 

Mr. D’Ewart, vou had a question or observation to make at this 
point? 

Mr. D’Ewarr. Yes. I was going to go a little further into that 
basin-wide account. 

The Commission, I think, contradicts itself in one or two places. 
It contemplates setting up a basin-wide account and then it says 
hvydroelectrical energy, shall stand on its own feet and shall not bear 
the burden of the other costs. 

I don’t see the benefit of having the basin-wide account if each item 
is going to be segregated and not in any way tied to other items in the 
basin. 

Mr. Scuerpt. I believe, sir, that that stems from the Commission’s 
study and evaluation of already constructed projects. I am not toc 
certain on this point but I think they had in mind something to the 
effect that by such a device some sort of continued evaluation of 
results would be achievable. In other words, as we built projects, 
they had in mind, I think, that we should continue to reexamine the 
results that flow from those projects, and the best device they could 
conceive for that purpose would be an actual adding up of the benefits 
in terms of measurable dollars that are flowing from the project and 
a comparison of those with the costs that had occurred up to the 
present time. 

Mr. D’Ewarr. Do you think the Commission would consider 
the difficulties of this committee in appraising the cost ratios of a 
project that is brought up here for authorizetion if it is a part of a 
whole basin-wide program, such as the Columbia Basin, Missouri 
Basin, or the Colorado Basin? How are we going to weigh the cost 
ratio to benefits when the accounting is basin-wide? 

Mr. Scuerpr. Within the basin-wide program that they recom- 
mend they also have recommendations concerning the submission 
of individual projects within the programs on pretty much the same 
basis that they are submitted now. 

Mr. D’Ewarr. But the chairman brought out a while ago that 
you can have a project that cannot stand on its own feet in the basin 
account. It would be impossible for this committee to appraise it. 

Mr. Scuerpr. I agree that is an erroneous impression. My im- 
pression is that any project offered for authorization under this 
recommended would be accompanied by a statement demonstrating 
its economic feasibility; that no project would be offered that did 
not have economic feasibility. 

Now that economic feasibility might change, however, if the project 
is included in the total basin program, because it could pick up 
benefits as a result of its participation in the basin-wide program 
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that it would not possess were it to be undertaken as an individual 
project divorced from the total river-basin program. 

Mr. D’Ewarr. Let me give you an illustration. There is a power 
project in my district that the Federal Power Commission made a 
study of and they said cost of power from that project would be 
somewhere around 8 mills. 

The Bureau of Reclamation made a study of the identical project 
and they said the power could be sold at 5.5 mills because it was part 
of the basin program. 

Which could this committee use under the recommendations of 
this Commission in making its study, the cost findings of the Federal 
Power Commission or the cost findings of the Bureau of Reclamation? 

Mr. Scuerpt. | couldn’t answer that question until I saw the 
report, sir, but I would imagine that if the report at the lower cost 
presented an evaluation of the additional benefits that flowed from 
that project and they were valid within the framework of whatever 
law existed, then you would have a basis—— 

Mr. D’Ewarr. I think the study by the Federal Power Commis- 
sion was on the basis of power project by itself and found the rate to 
pay out would have to be 8 mills. The Bureau studied it on the basis 
of basin development and came out with 5.5. 

Mr. Ener. The reason was they had another power project and 
the same basin account was very fat and could produce power, say, 
at 3 or 4 mills, and when you averaged it out on the basis of the two 
together you got 5.5 mill rate on the two of them. 

Mr. D’Ewarr. That is true. The point is, in appraising this proj- 
ect, should we appraise it as you suggested as a unit by itself or should 
we consider it could be carried by some other project in the basin? 
The point | am making is the difficulty to appraise these projects. 

Mr. Scuerpr. It is a difficult problem, sir. I think the Commission 
meant that each project offered should be reviewed on its own merits, 
but that those meriis should include an evaluation of the benefits that 
flow from that project as a part of a total river basin program, and it 
would pick up benefits in that relationship that it probably would not 
possess were it constructed as an individual item uarelated to all the 
other developments on the river. In the presentation of any project 
report for a single project, therefore, it seems to me that the report 
must contain a fair and proper evaluation of all of the benefits that 
that particular project contributes to the basin-wide program. 
Otherwise, it would be invalid. 

Mr. D’Ewarr. Mr. Chairman, I have some bills on the Consent 
Calendar. 

Mr. Enauie. Without objection the committee stands adjourned 
until 10 o’clock tomorrow morning. 

(Whereupon at 11:55 a. m., the subcommittee adjourned, to recon- 
vene at 10 a. m., Tuesday, May 22, 1951.) 














AN INTERPRETATION OF THE RECOMMENDATIONS OF 
THE PRESIDENTS WATER RESOURCES POLICY COM- 
MISSION 





TUESDAY, MAY 22, 1951 


House oF REPRESENTATIVES, 
ComMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
SUBCOMMITTEE ON IRRIGATION AND RECLAMATION, 
Washington, D. C. 

The subcommittee met, pursuant to adjournment, at 10 a. m., the 
Honorable Clair Engle (chairman of the subcommittee) presiding. 

Mr. EnGie. The Subcommittee on Irrigation and Reclamation 
will be in order for the further consideration of the President’s Water 
Resources Policy Commission report. 

Without objection the report of the Federal Interagency River 
Basin Committee, prepared by the Subcommittee on Benefits and 
Costs, May 1950—that is the report of the Federal Interagency River 
Basin Committee, consisting of the Corps of Engineers, Department 
of Interior, Department of Agriculture, Department of Commerce, 
and the Federal Power Commission, on Proposed Practices for 
Economic Analysis of River Basin Projects, prepared by the Sub- 
committee on Benefits and Costs, May 1950; without objection the 
report will be made a part of the file, but not a part of the record. 

Gentlemen, we were down to the “Use of basin accounting, 
which is the fourth item, in letter of April 16, 1951. It is my under- 
standing that the President’s Water Policy Commission recommended 
a basin accounting system. Iam not so sure that the record is clear, 
or that we understand the function of basin accounting as distin- 
guished, for instance, from showing the financial feasibility of projects, 
or the economic feasibility of projects. 

Now we are rather clear, I think, on the difference between finan- 
cial feasibility and economic feasibility. 

Financial feasibility is a balance sheet between the actual cost in 
dollars and cents outlay for a project and the direct repayment from 
the beneficiaries in dollars and cents. 

Economic feasibility includes on both sides—that is, on the cost 
side and on the benefit side—the detriments which may come indi- 
rectly from the project in the loss of other values and on the benefits 
side these indirect and intangible benefits, and also the secondary 
benefits which are a little more difficult to put in terms of dollars and 
cents, but nevertheless are substantial enough to be recognized as a 
portion of the real benefits which occur in the building of one of 
these projects. 

If I am not correct about that, I wish you would correct me because 
I think to keep our thinking straight we must be clear whether we 
are talking about financial feasibility or economic feasibility. 
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Now when you start talking about basin accounting, that assumes 
also some sort of a balance sheet and it would be helpful I think if you 
explained for the record here the difference between the financial 
feasibility, economic feasibility and the balance sheet, which would 
result from the use of what the Commission refers to as “Basin 
accounting.” 

Do you understand what I am driving at and trying to get clear? 


STATEMENT OF MELVIN SCHEIDT, FLOYD D. PETERSON, AND 
DONALD MacPHAIL, REPRESENTING THE BUREAU OF THE 
BUDGET—Resumed 


Mr. Scuerpt. Yes, sir. 

Mr. Ene@ue. I think if you can explain that it will clarify some of the 
questions raised by the gentleman from Montana yesterday. 

Mr. Scueipr. As | understand financial feasibility, it implies that 
the project, or the program for any given development must pay out 
in dollars in some fashion. The dollars have to come from somewhere. 

In a reimbursable sense, or in a sense that there is a specifically 
assigned definite obligation to meet the cost of the project on the part 
of the several beneficiaries and if there is a deficit, the deficit has to 
be made up from somewhere. In other words, a report on a recom- 
mended project has to demonstrate that the funds required to pay 
for the project will be met or will be provided from some source within 
the framework of the total operation of the project. 


Economic feasibility on the other hand, as I understand it implies. 


that a project is warranted for construction if the total benefits, to 
whomever they may accrue, when evaulated within some measure- 
ment device, outweight the costs of that project. 

Now I suppose that in some respects it sounds as though maybe 
there is a little quibbling between the two definitions. You can 
argue at great length as to where you leave off financial feasibility 
and where you start economic feasibility, since nonreimbursable 
allocations are allowable under both schemes. Generally speaking, 
however, economic feasibility does not imply that there is in an 
absolute sense financial repayment for every aspect of the project in 
terms of paying money into some kind of a fund. Somebody has to 
pay for the project, of course. 

The project is paid for by the public to the extent that the benefits 
are of a broad public nature. By ‘public’? I mean the Nation at 
large. It is paid for in part by State and local governments to the 
extent that benefits accrue to them, under whatever agreement they 
can be persuaded to pay for them. And finally, it is paid for in part 
by revenues from sale of those benefits resulting from a project which 
are determined to be vendable and are actually sold to private, quasi 
public or public consumers. 

In the case of the Water Policy Commission’s recommendations, I 
think we may fairly say that the Commission recommends that by 
and large all river basin development be placed on an economic 
feasibility basis. 

By that I do not imply that they said everything should be treated 
in terms of general benefits. They have very specific recommenda- 
tions in the report for certain classes of what they call vendable 
commodities. They recommend that those vendable commodities 
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shall be treated in the same way as commodities sold by private 
corporations or other business concerns on a business basis. 

In other words, they should be sold for costs. These items are water 
for municipal and similar purposes and hydroelectric power and any 
other vendable commodity that can be determined as resulting from 
a river basin development. 

In the case of irrigation they make a special case. They say that 
the farmer shall be required to pay in accordance with some formula 
for measuring his ability to pay. 

By “reclamation,” they mean both irrigation and drainage. The 
remainder of the costs in the case of reclamation projects, wherever 
found and by whatever device the land is to be reclaimed, are to be 
apportioned on the basis of some kind of agreement between con- 
servancy districts or other local bodies and state governments, and 
the Federal Government. All other costs of irrigation projects not 
assumed by State and local governments under such agreement shall 
be deemed to be chargeable to national benefits or in the interest of 
the general welfare of the Nation at large and shall be considered to be 
nonreimbursable. These costs would be paid for by the Federal 
Government out of whatever funds the Federal Government decides 
to make available. 

Does that explain? 

Mr. D’Ewarrt. I have a question. This committee has recently 
been studying the central Arizona project, and in determining the 
economic feasibility of a project, do you think that this report con- 
templates the putting on the credit side the use of the interest com- 
ponent and on the debit side the cost of the money invested in the 
project to the Government in determining the economic feasibility? 

Mr. Scueipr. Again, I think I would have to answer that the 
report is not quite clear. It needs some interpretation on that point. 

I discussed a moment ago the source of Federal contributions for 
the payment of the costs of that portion of the project that are con- 
sidered to be nonreimbursable and in the general interest of the 
Nation at large. 

It is possible for the Federal Government to say that it will not 
require the interest component to be brought back into the Treasury 
but allow that to represent its contribution or, conversely, it could 
insist on the interest component being turned into the Treasury and 
then reallocate whatever portion thereof it wanted to the repayment 
of the costs of the project. That, I think, is a matter that needs 
considerable debate. 

Mr. D’Ewart. But is there a basin in the country that can stand 
up under the yardstick of economic feasibility that you mention 
without a credit, out of the Treasury or use of the interest component? 

In other words, we have got to have a formula for the use of those 
things, either one way or the other. 

Mr. Scuerpt. Well, the formula is set forth in general recommenda- 
tions for evaluating projects. 

Mr. D’Ewarrt. Yes; but when we evaluate them the Bureau of 
Reclamation sends up the evaluation, based on the use of the interest 
component and not based on the use of returning interest on the 
investment to the Treasury. 

That is the kind of a feasibility report we get. 
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Mr. Scueipr. That is right; that is financial feasibility report. 

Mr. D’Ewarrt. Yes; that is the kind of a feasibility report we get. 
That is the basis of it. 

Mr. Scueipt. That is right. 

Mr. D’Ewarr. Now if there is no policy in this resources report 
regarding this fundamental policy question, are we going to have a 
sound policy written into the feasibility report? 

Mr. Scueipr. If the recommendations of the Policy Commission 
are accepted, | would assume that would imply some rather drastic 
changes in a number of laws, and when that took place, then you 
would have a new set of rules determined by the Congress whereby 
you would receive these reports. 

Mr. D’Ewarr. And you find no recommendations in this report 
with regard to those two points? 

Mr. Scuerpr. Only general ones which need processing, w which need 
a considerable amount of discussing. 

I would say that the Policy Commission established a very broad 
and comprehensive framework within which additional discussion and 
deliberation must be carried on in order to reduce their recommenda- 
tions to precise procedures, to precise formula, and to specific items 
of legislation. 

Mr. MacPuart. Mr. D’Ewart, may I make a point on that to 
supplement Mr. Scheidt’s statement? 

The issues which you have raised are the very reason why we in 
our letter to the agencies, in suggesting the priorities with which you 
attempt to cope with this problem, listed as the first and most im- 
portant priority, the extent of Federal participation in water resources 
programs. Under that category the second item is the use of the 
interest component in repayment of irrigations costs. 

That is a policy which will have to be actively considered in con- 
nection with this report one way or another. The issues, how you go 
about setting forth these projects, the methods which you use for 
repayment, and so forth, are the kinds of issues which are now under 
active discussion within the executive branch as a result of this report. 

Mr. D’Ewart. I think that is right. I think it is regrettable the 
report does not contain recommendations on those two basic issues. 
I think it would have been helpful. 

What you have been talking about up to date is the determination 
of feasibility of a project for authorization. This discussion this 
morning up to date has been before the project is authorized. 

Now what part of these different features enter into the basin 
account after the project is built and we come down to the basin 
account? What factors of what we have been discussing, that is, use 
of interest component, repayment of interest to the Treasury, and 
so forth? 

Mr. Scueipt. After the project is built, sir, all of the factors that 
entered into the determination in the initial report, the economic 
feasibility justification for undertaking the project would then have 
to be taken into account in continuing to evaluate the results of the 
project. 

Mr. D’Ewarrt. In the basin account? 

Mr. Scueipr. That is right, and they would include such allocations 
to flood control, navigation, fish and wildlife, as may have been 
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determined, and other indirect or intangible or nonreimbursable factors 
as may have been added up as well as the ve ‘ndable items. 

Mr. D’Ewarr. Then you think it is the report’s thought that if 
we authorize a project, and in it is included the use of the interest 
component; why then the interest component should be paid to the 
basin account and not to the Treasury? 

Mr. Scuerpr. If that is the basis on which the project was estab- 
lished, yes; but, again, I don’t like to take this basin accounting 
operation out of the context of the whole report because I assume that 
many of the other recommendations in the report with respect to how 
a project shall be approached would affect the elements that would 
enter into the basin accounting set-up. Whether or not you would 
have the interest component included therein would have to depend 
entirely on whether or not the recommendations of this report when 
finally submitted and adopted by Congress contemplated the use of 
the interest component as now interpreted by Interior under the 
existing law. 

Mr. D’Ewarr. And the report is not specific on that point? 

Mr. Scuerpr. No, sir. 

Mr. D’Ewart. Therefore we have no recommendation in regard 
to it? 

Mr. Scuerpr. That is right. 

Mr. D’Ewarrt. It is a little bewildering to me how we can set up 
a basin account without determining some of those basic factors of law. 
For instance, if we are not going to use power earnings to support 
irrigation projects, in our basin account, and this definitely states 
full benefits from power resources to the region shall accrue to the 
power users, then we are certainly in trouble in authorization of 
projects. 

I would like to know what you think the report contemplates in 
the basic financing of these projects under those circumstances. 

Mr. Scuerpr. I think the report contemplates a system of financing 
in which, by agreements with State and local governments with 
respect to certain secondary benefits, by the establishment of charges 
based on actual costs, including interest, for vendable commodities and 
by assessing or determining values of general-welfare benefits, a for- 
mula would be devised whereby a project would be paid for in part 
from revenues received from the sale of vendable commodities on a 
cost basis, revenues received from water users on an ability-to-pay 
basis, ad valorem taxes or other assesments received from special 
districts or local governments; possible contributions from State gov- 
ernments, as a result of their interest in certain aspects, including 
ee broad flood-control programs and finally a meeting by the 

ederal Government of all additional costs on a straight appropria- 
tion basis. 

Mr. D’Ewarrt. I think you are right and I think that is a hard row 
to hoe. 

Mr. Scuerpt. It is a hard one to work out. 

Mr. MacPuati. There are no formulas specified in here. 

Mr. D’Ewart. I am thinking of the Columbia Basin. Some of the 
projects run up to a thousand dollars an acre. 

Mr. Scueripr. I can think of a half dozen that are going to be 
difficult to work out. 
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Mr. Donovan. If the gentleman will yield, you used the ‘Ability- 
to-pay basis.”’ 

What does that mean? 

Mr. Scueipr. With respect to irrigation projects, or reclamation 
projects in general, the report suggests that an economic analysis of 
the agricultural potentialities of any given project be made, including 
estimates of the expenses that a prudent farmer would probably be 
faced with in operating his farm, and a determination made on the 
basis of his probable income, his probable living expenses, and other 
factors, of what seems like a reasonable amount on an average that 
he should be required to pay for water on that project. 

The report, again, is not too specific with respect to a precise 
formula. It suggests that the agricultural experts, the Department 
of Agriculture, and others concerned with agricultural processes, 
should apply themselves to this problem and work out with respect 
to each project as it is being planned a proper formula by which the 
farmer can be assessed an amount which seems a fair amount for 
him to pay for the water. 

Mr. Donovan. If that falls below the cost, who takes up the 
difference? 

Mr. Poutson. Uncle Sam. 

Mr. Scuerpt. Conservancy districts, local governments, State gov- 
ernment, and finally the Federal Government. 

Mr. Donovan. If you can’t do business or make a profitable deal 
with the local, State, and district bodies, or governments, then the 
Federal Government pays the balance? 

Mr. Scueipt. That is right. There is a considerable amount of 
work that needs to be done and will have to be done on the problem 
of how the State and local governments are to be brought in and 
the mechanisms whereby these agreements are to be worked out. 

At the moment I am frankly unclear as to how we should go about it. 

Mr. Donovan. Nothing has been done on that? 

Mr. Scuerpt. No, sir. 

Mr. MacPuai. The Federal Government would make up the dif- 
ference if, in the opinion of the Federal Government, the general 
welfare or the national interest could be served by the construction 
of such a project. 

In other words, you would evaluate it I assume on the same basis 
that you evaluate, on an intangible basis, the things which the Fed- 
eral Government does now with respect to flood control, the building 
of roads, the construction of hospitals. You look at it from the 
standpoint of “Does it contribute to the general welfare?” 

Mr. Donovan. Suppose after the scheme is in operation for a cer- 
tain number of years your ability-to-pay formula does not work out. 
Then where are you?’ Do you have to come back to Congress to ask 
for money? 

Mr. Scuerpr. I would assume so if there were additional construc- 
tion to be accomplished since the receipts go into the Treasury in 
any case. 

Mr. MacPuai.. The report does not say anything specifically on 
that. 

Mr. Donovan. Does the report indicate that there is a problem 
there? 
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Mr. Scuerpr. Oh, yes; there is a problem there. 

Mr. Donovan. I know there is. 

Does the report say so? 

Mr. Scueript. The report indicates there would be a problem in this 
sense: It suggests that while you would determine what the average 
ability of the farmer to pay should be, that that payment should be 
varied from year to year, depending upon the actual crop income and 
the results of the agricultural year. 

I believe that that at the present time is practiced in present 
reclamation procedures, too. 

Mr. Pouvtson. It is very clear, at least to me, that in this report 
there is the very fine hand of those who believe that the primary object 
is public power. Public power is as cheap as they can get it, so it will 
be used for that purpose. 

Isn’t that running through that report? In other words, we will 
take it this way: If the interest component and none of the returns 
from power is to be used for the benefit of the irrigationists and of the 
Federal Government, but strictly to the power use1s—— 

Mr. Scuerpr. The rates are to be set so that the power users would 
pay only the actual cost of producing the power, including interest. 
r. Poutson. Including interest on that portion of the dam which 
is—~ - 

Mr. Scuerpr. Allocable to the power project. 

Mr. Povtson. Can you build any projects, let us take up in the 
Northwest, which are stictly power do you think? 

Mr. Scuerpr. Well, the report does not imply that you should build 
only projects which are strictly power projects. It merely says that 
that portion of a multiple-purpose project constructed for a variety 
of purposes, which is allocable to the power function, shall be charged 
against the cost of producing power. 

Mr. Povutson. Let us take a project in the Northwest. 

Say that 80 percent of it was power and the 20 percent could be 
irigation and recreation and wildlife and everything else. Why 
should the Federal Government pay that extra 20 percent when the 
people who live right around there, who were getting the advantage 
of the power, are really the ones who are going to profit and benefit 
from whatever value there is in recreation and wildlife and the like? 

Won’t that kill your irrigation? 

Mr. Scuxrpr. You are asking me to soive that problem, sir? 

Mr. Poutson. I know; but is it fair? 

Mr. Scueir. Iam not going to answer that that way. Iam trying 
to express what is in the report. 

Mr. Poutson. I understand, but that is what it does, does it not? 

Mr. Scuerpt. I don’t know that it does. There are discussions in 
the report here with respect to the broader interests of the national 
welfare which make a good case for the assignment of a certain portion 
of the costs to the Federal Government. 

Mr. Poutson. You can make a case out of almost anything, that 
is true, but we will put it this way: Won’t most of the benefits from 
recreation and all those nonreimbursables accrue to the surrounding 
area to a far greater degree than it will to the Nation? 

Mr. Scueipt. Perhaps so. 

I wish you could have sat in on some of the discussions which I sat 
in on with the task group from the Commission when they were 
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debating this. I sat in as an observer, but the economists and the 
very highly competent members of those task-force groups debated 
at great length on the secondary repercussions throughout the Nation 
of many of these benefits with respect to the problem of how can you 
divide up the general costs of these nonreimbursable items that in 
large measure do accrue to the local or the regional group. The 
problem is essentially one of where did the dividing line occur between 
a national benefit and strictly local one; was it at the region? Was it 
something beyond the region, was it something a little larger than a 
local community? Their final conclusion I think, as evidenced in the 
report, is that when you get beyond strictly local benefits, that it is 
too difficult to determine when you have just regional benefits and 
when you have benefits which can be called national in the sense that 
to the degree that the region benefits, the Nation benefits. 

Now with respect to one aspect of that problem, I think you will 
be interested in this recommendation of the report: That where 
recreational facilities are eminently local in character, the State and 
local governments should participate in very large measure in operating 
and maintaining these facilities and in carrying out the function of 
making that recreation possible for the local people. 

Mr. Poutson. Also there is a practical aspect. The development 
would be accelerated if it were worked out on the basis that those who 
receive, pay for it, rather than having the Federal Government pick 
up the check each time. We are passing that era, at least I hope we 
are, to a certain extent. That is the big argument that we have 
against reclamation and it is a fact that the East is just becoming 
aware of that fact, that they have been paying and are paying for a 
lot of these benefits which the West is enjoying, and there must be a 
dividing liné some where when you start in subsidizing. 

Mr. Scuerpr. I wish I knew where that dividing line was. 

Mr. Povutson. That is the big argument. 

Mr. D’Ewarr. You sat in in the discussion of these items as an 
observer. Why did they abandon the principle of letting the power 
rates reflect some subsidy for the irrigation project? 

Mr. Scuerpr. I am not certain that they did, sir. 

Mr. D’Ewarr. You said definitely that they did. 

Mr. Scuerpr. I think they did to this extent, that they recommend 
that no additional charges be saddled on the power rates beyond those 
representing the allocable costs, plus interest. 

With respect to the use of the interest, however, I am not at all 
certain that they are too clear because it would still be impossible 
under one interpretation of the report to use that interest for other 
purposes as measuring the Federal contribution. 

Mr. D’Ewarr. They do not contemplate reflecting a factor as a 
subsidy to irrigation in the power rate? 

Mr. Scueipr. That is right. 

Mr. D’Ewarr. Why did they abandon that principle? 

Mr. Scuript. I suppose that they did that on the assumption that 
they wanted the power to be made available to the consumer at the 
lowest possible cost on the theory that liberal quantities of power at 
the lowest possible production costs are a beaefit to a region in terms 
of its development. 
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Mr. Donovan. Was it under the theory that you couldn't sell the 
project unless you gave the consumer the power, with the idea he 
would get a good break on it? 

Mr. Scuerpr. I don’t know. 

Mr. Poutson. Let us take the big industries. They would get the 
benefit of this power rate too and on the other hand, you were denying 
some of that privilege. Of course the farmer just pays according to 
that formula, which I can’t figure out. What it is I don’t know. 

Mr. D’Ewarr. Ability to pay. 

Mr. Pouuson. Ability to pay. 

If the consumer of industrial power is involved, why should he be 
subsidized in that area by having power rates low, to make the Federal 
Government pay the difference? 

Mr. Scueipr. | think the report simply contemplated that regard- 
less of who the consumers of power are, to the degree that the power 
which they consider to belong to all the people, power in the river as 
belonging to all the people, to the degree that that is made available 
to all of the people regardless of their intended use and their particular 
occupation at the lowest possible cost, to that degree it benefits the 
region. That I think is about the basis on which they proceeded. 

Mr. D’Ewarr. That isn’t quite the answer I found in the report. 
I think they decided it would be better to finance these areas by a 
conservancy district rather than through the power rate. Now to me 
it is easier to increase your power rate and the load would be just as 
equitably distributed including a factor as a subsidy for irrigation in 
the power rate, but they say ‘No, we won’t do that.” They say 
“We will set up a conservancy district and a whole new Government 
agency, a new set of collectors and we will have a property tax or some 
other kind of a tax and collect it that way.’ It does set up a whole 
new governmental agency to do the collecting. 

Now | am not sure that I go along with that theory. I am inclined 
to believe that you would get as equitable a distribution of those costs 
and benefits through all the area by reflecting a factor in the power 
rate. 

Mr. Scueipr. Let me read you a couple of paragraphs here which 
may more clearly express what I think the Commission had in mind: 

In the pricing of power for multiple purpose projects a special problem arises 
from the presence of private suppliers. To what extent should the Government's 
price policy be affected by the policies of these concerns? The power output of a 
project might be salable if the rates were set at or slightly below the private rates, 
and a substantial net revenue might be realized. This would facilitate reimburse- 
ment for the project asa whole. At the same time, the charge of unfair competition 
levied against public power would be met, but consumers of electricity would be 
denied any direct benefit from cheap public power in the form of reduced rates. 
The Government would be in the indefensible position of buiiding a power plant 
with public funds and then denying the public the full fruits of the investment. 
In the publie interest power rates should be set so as to cover all costs and return 
the investment allocated to the power with interest, as is the present practice. 

Mr. Donovan. What about the investment allocated to other than 
power? What does the report say about that? 

Mr. Scueipr. The report says that with respect to those invest- 
ments allocated to other vendable commodities, similar to power, that, 
again, the charges shall represent the costs with interest, in the case 
of water supply, for example. In the case of irrigation, which we just 
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recited 2 moment ago, there is another formula for dividing up the 
costs. 

In the case of flood control, the costs, again, would be divided up— 
would be nonreimbursable in general—but would be divided up among 
the governmental levels by agreement among the States. 

You had a passage you wanted to read on that very point, didn’t 
you, Mr. MacPhail? 

Mr. MacPuaiu. With respect to flood control, on page 85, item 4, 
it says as follows: 

In the case of local flood control works the local communities directly affected 
should assume an appropriate share of the cost, which could be apportioned on 
the basis of property values, either by general taxation or by special assessment. 

Mr. Donovan. Would that be Federal or local taxes? 

Mr. MacPuatt. Local. 

Mr. Donovan. It is all contingent upon an arrangement with the 
State or local community before the project is even started? 

Mr. McPuat. It would seem so from this. It then goes on to say: 

In the case of extensive flood control works involving large scale upstream 
storage and land management programs, the State should establish special dis- 
tricts with adequate powers to assume an appropriate share of the cost of providing 
protection against floods. 

Again, in here, there is no precise formula. They are setting forth 
in effect a principle that should be applied to flood control projects. 

They make a somewhat similar recommendation with respect to 
navigation improvements, wherein they say, in item 3 just above the 
one | have just read: 

On the condition that railroad rates cannot be set below costs in order to meet 
rates of water carriers, consideration should be given to establishing a system of 
waterway tolls designed to recover from the beneficiaries of waterway transporta- 
tion a substantial portion of the costs incurred for the development of waterways. 

Again, they recommend here that some steps be taken either now or 
in the future to assess to the primary beneficiaries some of the costs of 
constructing the project. 

Mr. Donovan. Could vou tell me whether there is anything in the 
report or whether you know anything on this aspect of the problem as 
it occurs to me: Let me put it this way; most of the States where these 
projects are contemplated, as hinted at by Mr. Poulson, are located 
west of the Mississippi River. Have any of those States indicated 
through any program adopted or any policy or any platform that they 
have a willingness to participate in this with the Federal Government? 

Mr. Scuerpt. We have not received any official statements on that 
point vet. We are now, as part of the problem of organizing this 
study, beginning to talk with official organizations of the state govern- 
ments. 

Mr. Donovan. There have been some feelers put out on this subject 
with State governments? 

Mr. Scuerpt. We have put out some feelers in the sense that we 
have asked them if they would be willing to review the report insofar 
as it affects State and local government and to give us their considered 
opinion es to the acceptability of the recommendations herein with 
respect to their additional participation and additional financial re- 
sponsibility. 
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We have not received anything vet, and it will be some months be- 
fore we will. 

Mr. Donovan. Do you know whether any of the States are working 
on their replies? 

Mr. Scueipr. Not specifically, I don’t know. 

Mr. D’Ewarrt. Would you vield to me? 

Mr. Donovan. Yes. 

Mr. D’Ewart. | think you are not quite correct when vou say there 
has been nothing along those lines. The State of Washington, I be- 
lieve, in the case of the Columbia Basin, passed a special act that per- 
mitted the setting up of all kinds of districts, with special laws and 
special regulations that applied to the area, the million acres that 
could be irrigated under the Grand Coulee. That law was passed by 
the State of Washington several vears ago and is now on the statutes 
and has a number of provisions that are just such as you contemplate 
here. 

Mr. Scuerpt. I was referring, sir, only to action on the report itself. 
In New Mexico they also have provision for conservancy districts and 
the Rio Grande conservancy district now exists as an additional basis 
for helping to finance that project. 

Mr. D’Ewarr. The point is some of the states have done this sort of 
thing in the past. It is not altogether new. 

Mr. MacPuatt. The Commission in conducting its studies in con- 
nection with the report held numerous hearings around the country 
with State and local interests and conservation people, ete. 

Mr. Donovan. The reason I asked those questions, or rather the 
question is based on the assumption that unless there is cooperation 
by State and local governments, the whole program and the whole 
policy and the whole report just falls to the ground. 

Mr. Scueipt. That could very well be. There is a serious problem 
here of how to go about bringing in the State and local governments 
and by what mechanism we shall secure their cooperation. 

Mr. Donovan. When you say it could very well be, the fact is if 
the States don’t cooperate then this whole recommendation folds up 
and disappears into thin air; that is true, isn’t it? 

Mr. Scuerpr. Insofar as it requires State and local participation 
in the sharing of costs, ves. 

Mr. Donovan. You see some of these questions that I have been 
asking have been concerned with the St. Lawrence seaway and the 
water power project on the St. Lawrence River. 

This has been in the back of my mind. We have there a situation 
where the State of New York says it is ready to build and finance 
all the power that the State thinks is necessary for upper New York 
and even a share of Canada. That is a little different atmosphere, 
at least it seems to me, than vou have in the territory or the great 
area which this report covers. 

Mr. Scueipr. You have in addition to that, sir, a somewhat dif- 
ferent situation on the Delaware, where the States of New York, 
New Jersey, and Pennsylvania, through their organization known as 
INCODEL, have developed a plan in which they boast very frankly 
that there isn’t a penny of Federal money involved. 

Mr. Donovan. That is the compromise they worked out after 
they had a lawsuit over the Delaware waterway. I know all about 
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it and I know all the years they had before they worked out a com- 
promise. They are paying for that themselves. 

Mr. Scueipr. But it is perfectly conceivable to me that there 
could be a variety of river basin organizational patterns throughout 
the country depending upon the peculiar problems of the region or 
the locality, within the framework of the recommendation of this 
report. 

Mr. Donovan. Let me suggest, if that doesn’t work out there will 
be the kind of conflict Mr. Poulson hinted at in the East because we 
are conscious of the fact we are paying for all of this in the West and 
getting none of the benefits ourselves. It will be expressed in votes 
one of these days. 

Mr. MeMutuen. I don’t see what we east of the Mississippi have 
to do with what they do in the West. 

Mr. Donovan. When the taxpayers in the East suddenly wake up 
to the fact they are paying for the benefits west of the Mississippi 
and getting none of them themselves, as they are gradually becoming 
aware of that fact, you will find it in party platforms and you will 
find it in the votes that are cast. 

Mr. McMvtten (presiding). Mr. Scheidt, I would like to ask you, 
is there any real difference between intangible benefits and secondary 
benefits? Isn’t that where the rest of the country or the balance of 
the taxpayers come into this picture, by these intangible benefits 
that are derived? 

Mr. Scuerpr. There is quite a difference between secondary benefits 
and intangible benefits. 

Mr. McMutuen. What is the real difference? 

Mr. Scuerpr. Secondary benefits are benefits that accrue to others 
than those directly associated with a project. Secondary benefits 
would be in the nature of benefits— 

Mr. McMuuten. That would be the rest of the country getting 
the secondary benefits from a project? 

Mr. Scuerpr. You get into a pretty broad nebulous band, but I 
take it this report means by secondary benefits, those benefits that 
are directly attributable to the project, flowing to people or organiza- 
tions somewhat closely allied with the area, such as the towns or the 
businesses nearby which have either enjoyed an increase in volume 
of business or have actually come into being as a result of the estab- 
lishment of the project. 

You could of course apply that further on across the country, but 
at that point I think you would get into what might be called tertiary, 
or additional levels of benefit and they become very difficult to 
determine. 

Mr. Donovan. Intangible? 

Mr. Scueiptr. Yes; they would approach intangible. Intangible 
benefits, I think, in this report has a definite meaning as those benefits 
not involving increases in business, not involving any particular 
monetary return to people, not involving actually getting a job, but 
generally an increase in the well being of people, the ability to enjoy 
just living; recreational facilities, what have you, that flow in a general 
way to people wherever found and are by their very nature intangible 
in the sense that you just can’t pin them down in a precise evaluable 
way. They are you might say of the quality of living, the essence of 
enjoyable living. 
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Mr. McMv ten. You mentioned the vendable commodities from 
these projects as being power and water. 

Mr. Scnermr. Power would be a vendable commodity in the 
absolute sense. So would municipal and industrial water. 

Mr. McMuuuen. What other vendable commodities would come 
from these projects? 

Mr. Scuerpr. At the moment that is all I can think of. Irrigation 
water might be considered vendable to the degree that you require 
the farmer to pay within his ability to pay. 

Mr. D’Ewarr. Municipal water. 

Mr. Scuerpr. Yes; but not irrigation, because it is treated as a 
special category. 

Mr. Bow. Would the gentleman yield? 

Mr. McMUutuen. Yes. 

Mr. Bow. On page 69, in paragraph 2—that is in the left column 
on page 69, on the question of reimbursement, I am a little confused 
by the last sentence in that paragraph 2 which reads: 

Benefits which are primarily public or which cannot be assessed against par- 
ticular beneficiaries should not be reimbursed. 

Mr. Scueipr. Should be nonreimbursable. 

Mr. Bow (reading): 

To be covered by public revenue. 

What is vour interpretation of that? I can understand the pri- 
marily public, but when they go on to say, ‘Which cannot be assessed”’ 
I am wondering there what that means. 

Mr. Scuemt. Those would be benefits which come within the 
general term, as we have been using it for the last 3 days, of non- 
reimbursable. They are benefits of such a character that they either 
apply to such a large number of people or a large area of land as to 
be difficult to pin down in terms of precise dollars to that particular 
group or area. 

Mr. Bow. Doesn’t that rather take us away from any contribution 
by State or municipal authorities? 

Mr. Scuerptr. To the degree that vou can pin down benefits to 
State or municipal authorities it does not. The report suggests that 
it is possible in a municipality, for example, to evaluate, let us say, 
certain flood-control benefits in terms of the actual prevention of 
damage that historically has occurred before and therefore is measur- 
able; damage to homes, damage to businesses, damage to crops on 
farm iands nearby; other benefits that would flow from a flood-control 
project to a municipality would be in terms of appreciation in the 
value of land which is measurable. You can actually get some real- 
estate men to sit down and decide approximately how much more this 
land is worth if it is protected from floods than if you are going to let 
it go on the way it has been before. 

Those are determinable and therefore would form a basis for deter- 
mining how much the locality ought to pay. 

Mr. Bow. There has been some talk here in the last few days about 
the possibility that some project may help the dry cleaner or the 
grocer and a community interest of an income and perhaps for that 
reason there should be some contribution by the States or municipality. 

Doesn’t this language rather take that out? 
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Mr. Scuemr. No; I don’t think so. 

Mr. MacPuat. I think the term “primarily public’’—— 

Mr Bow. That “primarily public’? I can understand, but where 
they say “or which cannot be assessed against particular bene- 
ficiaries’’—now if it is the dry cleaner and the grocer and the garage- 
man and others who are the beneficiaries, you certainly couldn’t 
under this language assess it against him. 

Mr. Scuerpr. | think the difficulty occurs in that paragraph, sir, 
by interpretation of the word “public.”’ 

I think what they mean is “national’’ or very broad. 

Mr. MacPuat. The general welfare. 

Mr. Bow. Don’t they go further than public when they have that 
“primarily public, or which cannot be assessed against particular 
beneficiaries.” 

Now wouldn’t perhaps the dry cleaner and the others be particular 
beneficiaries? It says vou can’t assess against them; therefore there 
would be no contribution. 

Mr. Scuerpr. .I think there what is implied is that the dry cleaner 
as an individual would enjoy benefit which in the strictest sense you 
would have some difficulty in measuring. 

Mr. Bow. That is right. 

Mr. Scuerpr. But he, as a member of a community doing business 
in an area would enjoy an increase in business in general and the 
general level of well-being of that particular community would be 
raised to such an extent that it is judged in the report to be proper to 
assess that district, or that unit of local government. 

Mr. Bow. The point is you believe it refers to the local public 
revenues and not the revenues of the Federal Government. 

Mr. Scuerptr. No; I think here when it says “benefits which are 
primarily public’’—I think it means something more, or larger than 
and more difficult to define than a local area. 

Mr. Bow. Then using the words “to be covered out of public 
revenues,’ what revenues are they? 

Mr. Scuerpt. I think those are Federal revenues. 

Mr. Bow. They are talking about the Federal Government paying 
for that? 

Mr. Scueipt. That is right. 

Mr. Bow. My interpretation is that we should take some of the 
things out we have been talking about. 

Let us go back to that same language again. Wouldn’t a public 
water system be primarily public and benefit to the public? 

Mr. Scuerpr. To the local public; in that case the report is specific. 
It says that is a vendable commodity and should be paid for by the 
establishment of appropriate water charges, which would reflect the 
total cost of that portion of the project. 

Mr. Bow. That is one part of the report. Let us read this part. 
This part says, ‘Benefits which are primarily public should be non- 
reimbursable, to be covered out of public revenues.”’ 

Now isn’t that a conflict within this report? 

Mr. Scuetpr. To the degree that the term “public”’ is interpreted as 
meaning local public; ves, sir. 

Mr. Bow. Have you found in studying this report that from time 
to time you do find conflicts of that kind, where one part of the report 
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will indicate one interpretation and you read on and you find that the 
report indicates some other interpretation? 

Mr. Scueipr. Quite definitely, sir. 

Mr. Bow. I do too. 

Mr. Donovan. If the gentleman will yield 

Mr. Bow. Yes, sir. 

Mr. Donovan. Can you tell me how much the President’s Water 
Resources Commission, in its surveys, the experts and its reports, 
the whole program has cost to date? 

Mr. Scueiptr. No, sir. I don’t know. 

Mr. Donovan. Is there any way of finding out? 

Mr. Scuerpr. Yes, sir. 

Mr. McPuat. We can insert something in the record. 

I haven’t those figures at hand at all but we could find out. 

Mr. Donovan. Might we have them? 

Mr. Scnempt. Yes, sir; we will be glad to let you know. 

(The formation is as follows: ) 

The total cost of the study undertaken by the President’s Water Resources 
Policy Commission was $385,000, including $50,000 for printing. These expendi- 
tures occurred in fiscal years 1950 and 1951 and were financed from the President's 
emergency fund. 


Mr. Bow. I am through, Mr. Chairman. 

Mr. D’Ewarr. If the chairman is willing, there is another point 
or two we haven't covered in this, the last day of this hearing. 

Would you give your ideas as to what the committee had in mind 
in regard to the Federal Board of Review? 

Mr. Scuerpr. That involves the problem of organizing for the 
accomplishment of the planning program that the Commission recom- 
mended. It is one of the steps in the process that they recommend. 
It involves the establishment somewhere within the executive branch 
of the Government of a board of review, so called, which would have 
as its function the processing of the programs and of the reports that 
the river basin commissions would send up through the executive 
branch and through the President to the Congress. 

Mr. D’Ewarr. They are between the Congress and the river basin 
commission, or below the river basin commission? 

Mr. Scuerpr. They would be between the river basin commissions 
and the Congress. They would be located within the executive 
branch of the Government and in effect operate in conjunction with 
and as part of the budgetary and the programing function, within 
the President’s Office, presumably. 

Mr. D’Ewarr. And their function is wholly before authorization? 

Mr. Scuerptr. Yes, sir; they would perform in a somewhat more 
elaborate fashion, very much what the President’s Office and the 
Budget Bureau now do. That is, they receive the reports and review 
them and make recommendations thereon. 

Mr. D’Ewarr. They make their recommendations to the Congress 
or to the budget? 

Mr. Scueinwt. The recommendations of the Board of Review would 
be made through the President to the Congress. 

Mr. D’Ewarr. They would be made to the President and then 
Congress? 

Mr. Scueipt. That is right. 
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Mr. D’Ewarr. Where do they fit in with presently authorized 
projects? 

Mr. Scuerpr. I don’t understand what you mean by that, sir. 

Mr. D’Ewarr. We have a large authorization in the Missouri 
Basin. What would they have to do with that present authorization? 

Mr. Scuerpr. To the degree that additional projects are offered 
within the Missouri Basin, they would be required to review them in 
the same way that any other projects would be offered, but I think 
that it might be useful to read here a section on the problem of pres- 
ently authorized work, which would apply not only to the Missouri 
Basin, but to all river basins. 

Mr. D’Ewarr. I used that as an illustration because it was author- 
ized in the Flood Control Act, and there is a lot of work that has not 
been even started and my thought was that somewhere someone was 
supposed to review everything on which construction was not started. 

Mr. Scueipr. Let me read recommendation No. 6 on pag? 52, which 
says that 

Congress should direct all Federal departments and agencies responsible for the 
development of water and land resources to promptly review as coordinated groups 
all existing plans and programs in cooperation with interested States and to 
cooperate in preparing coordinated plans for water resources development for the 
several river basins. Plans already authorized by Congress should remain 
undisturbed, unless this review results in specific recommendations for change, 

Mr. D’Ewarr. It seems to me somewhere else in the report it con- 
templates review, either by the Review Board or by perhaps present 
agencies of the Government of projects not authorized. You have 
to do that in order to determine whether they fit into the picture or 
not. Would it be the function of this Board of Review to make 
those studies of presently authorized projects? 

Mr. Scueipt. No, sir; it would be the function of the river basin 
commissions under the set-up that the report recommends; the river 
basin commissions, on each of the important river basin areas of the 
country, composed of representatives of the Federal agencies con- 
cerned, plus representatives from the States, would have as their 
function as part of their general planning for the development of that 
river basin, the review of projects already authorized. 

Mr. D’Ewarr. And I gather that you don’t think it would be 
Congress’ thought, or the thought of this agency, that Congress 
should review presently authorized projects unless they were recom- 
mended by the basin commission? 

Mr. Scuerpr. That is right. 

Mr. D’Ewarr. Does that commission report come through the 
Review Board or would it come directly to the Congress? 

Mr. Scueipr. It would come through the Review Board. 

Mr. D’Ewarr. Then the Review Board would act on it? 

Mr. Scueipt. Would act on the recommendations of the basin 
commission; yes, Sir. 

Mr. McMvutten (presiding). We were working on item No. 4 in 
this letter of Mr. Lawton of April 16. There are seven items listed 
there. We had been discussing the basin accounting. The next item 
is No. 5. Policy on private irrigation districts. 

Mr. Bow. Before we leave that one, Mr. Chairman, on basin ac- 
counting, | hope that it wasn’t discussed before I could get in here. 
Did you discuss it very much at length? 
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Mr. D’Ewarr. We discussed it some yesterday, but go ahead. 
We didn’t find the answers. 

Mr. Bow. I think we are a long ways from the answers to most of 
these things. 

Just what is their recommendation? Can you spell it out in a few 
brief words, as to what their recommendation is on basin accounting? 

Mr. D’Ewarr. What will be the credits and what will be the debits 
for the basin accounting? 

Mr. Scueimpr. Let me read it again. This is page 85, item 1, on 
the right-hand column: 

Multiple-purpose program accounts would be set up for each river basin, or 
regional program through which all costs and receipts would be cleared. This 
would include a detailed investment balance sheet and an annual income and 
expense statement. These accounts would also be classified according to project 
and function. Annual costs would include operation and maintenance, reimburse- 
ment to local and State governments for any tax losses resulting from the develop- 
ment and also amortization of the reimbursable investment over a period ordinarily 
not to exceed 50 years, with or without interest as provided the inre imbursement 
principles set forth above at the Federal long-term borrowing rate. 


Mr. Bow. That would take in all the projects within the basin? 

Mr. Scuerpr. That is right. 

Mr. Bow. So that the good projects would perhaps be carrying the 
bad; is that correct? . 

Mr. Scueipr. Not necessarily. I interpret the other sections of 
this report to imply that within the framework of a comprehensive 
basin program, individual projects offered for construction would 
themselves have to be self-sustaining in the sense of being economically 
justifiable. 

Mr. D’Ewarr. Would you yield? 

Mr. Bow. Yes. 

Mr. D’Ewarrt. [ think definitely not in the case of power rates. 
If you have a hydroelectric power project in the basin that is a very 
profitable investment, the report says that you shall not reflect sub- 
sidies for, for instance, an irrigation project, in the rates. Therefore 
it is not true that vou can carry those charges for those projects. 

Mr. Bow. That is what ] was trying to find out, whether or not 
you could perhaps get into a basin a few projects that were not eco- 
nomically feasible and carry them by those that were and put the 
load upon the others. 

Mr. Scuerpt. I don’t interpret the report that way but I would 
like to point out that J think the report recommends a formula for 
determining economic feasibility that is quite broad and liberal, and 
would perhaps make possible the determination of whether a project 
was economically feasible under formula that may not now exist. 

Mr. Bow. Their interpretation of something that might not be 
economically feasible would not be proper accounting practice perhaps. 

Mr. Scueipr. It takes into account a number of items that are not 
susceptible to accounting practice. 

Mr. McMvtuen. They might be economically feasible, but not 
financially feasible. 

Mr. Scueipt. That is correct, sir. 

Mr. D’Ewarr. There is certainly a conflict of interest in setting 
up basin feasibility and project feasibility. If a profitable hydro- 
electric plant cannot carry the load of an unprofitable, we will say, 
irrigation project in the same basin, then there is a conflict of interest. 
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The basin itself might be able to pay out, but you would have one 
project that does not and another one that does, and yet under the 
report the profitable one can’t carry the unprofitable one. 

Mr. Bow. What is their formula for the sale of power within those 
basin projects? 

Mr. Scuerpt. Power shall be sold at a rate which represents the 
actual cost of producing the power, plus the interest on the investment. 

Mr. Donovan. As distinguished from anything else that is tied in 
with the project? 

Mr. Scuerpr. That is right. 

Mr. Bow. Market value is not considered? 

Mr. Scueiptr. That is right. Market value is not considered. 
They specifically recommend against that in a passage which I read 
a few moments ago. They indicate that in their judgment the best 
basis on which to market power would be to charge only for the cost 
of producing the power, including the cost of money involved in the 
investment. 

Mr. Bow. In the cost of producing power they do not consider as 
a part of the cost those taxes which are lost to the Federal Govern- 
ment by reason of its being public power, do they? 

Mr. Scuerptr. No; they do not take into account that kind of taxes. 
They recommend the inchusion of local taxes or in lieu payments for 
taxes to local government which would represent the amount of tax 
loss the local government suffers as a result of taking over certain 
properties to be used. 

Mr. Bow. But they do not take into consideration the loss of the 
Federal Government in taxes if it were private rather than public 
power? 

Mr. Scuerpr. No, sir. 

Mr. Bow. Or what might come into the Public Treasury if it was 
sold on a value basis rather than on a cost basis? 

Mr. Scueipr. No, sir; there is nothing of that kind that I can find 
in the report. 

Mr. D’Ewarr. What were the items vou listed as debit in the basin 
account? 

Mr. Scuerpr. I didn’t hear vou. 

Mr. D’Ewarr. What were the debit items in the basin account that 
you list? What are the debit items? What are the charges against 
the basin account? 

Mr. Scuerpr. The charges against the basin account would be the 
cost of developing the project, losses that might occur as a result of the 
construction of the project, such as inundation losses, the value of 
inundation losses and any other items of properly chargeable cost. 

Mr. D’Ewarr. Would a nonreimbursable item under certain con- 
ditions be chargeable as a debit under the basin account? 

Mr. Scuerpt. I don’t believe I understand exactly what you mean. 

Mr. D’Ewarrt. Supposing you had a fish and wildlife project that 
you thought would be a nice thing after the project was built and 
your basin account was set up. Could you make it a charge against 
your basin account or would it be contemplated under this report to 
make it a charge against the basin account? 

Mr. Scuetwt. Well, a fish and wildlife item producing benefits 
would be included in the benefit side, where there was a loss to fish 
and wildlife—— 
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Mr. D’Ewarr. I will make myself clearer. You don’t set up your 
basin account until your project is built and you have some income. 
Well after the project is all built you have a nice reservoir up here 
and you think that a fish hatchery would be a nice thing. 

Could you charge that against your basin account? 

Mr. Scuerpt. To the degree that the fish hatchery was made neces- 
sary by the construction of the project; yes, sir. To the degree that 
that fish hatchery is an additional item that would not be built in 
any case whether the project was there; no, sir. I don’t think that 
would be a proper charge against the project. 

Mr. Donovan. You say you don’t think that it would be a proper 
charge; does that mean that the Board does not think it will be a 
proper charge? 

Mr. Scuuipr. That is right. 

Mr. D’Ewarr. That is what we are getting at, what this report 
recommends, not our own personal views. 

Mr. Scuerpt. What I meant to say was I don’t think within the 
framework of the report it would be included as a proper charge. 

Mr. McMutten. I understand all of your answers would be your 
interpretations of this report? 

Mr. Scuerpr. That is right. They are not my own views by any 
means. 

Mr. Bow. Nor the views of the Bureau? 

Mr. Scuxurpr. Nor the views of the Bureau of the Budget. 

Mr. McMvtten. Mr. MacPhail or Mr. Peterson, do you have 
anything to add to this item No. 4? 

Mr. MacPuat. I think we can pass on to the other items. 

Mr. McMutten. We had seven items. The next on the list is 
“Policy on private irrigation districts.’”” I understand the purpose 
of these hearings is to try to get an understanding of the policy, and 
what interpretations the President’s Water Resources Board have 
made, so if one of you gentlemen will proceed with item No. 5, ‘‘Policy 
on private irrigation districts.” 

Mr. D’Ewart? 

Mr. D’Ewarr. I first wish you would define what you mean by 
private irrigation districts, so we know what you are talking about. 

Mr. Scuerpr. A private irrigation district, I take to mean from 
the report, one that is owned and financed by other than a public 
body; a group of citizens. 

Mr. D’Ewarr. Not a Bureau of Reclamation district; it is pri- 
vately owned construction project? 

Mr. Scuerpr. Yes. 

Mr. McMvutuen. May I ask a question on that? Suppose a group 
of landowners formed a drainage district. 

Mr. Scuerpr. A drainage district or irrigation district, a group of 
landowners, and they are not a body politic in the sense of having 
taxing powers or other common attributes of a public body? 

Mr. McMvtuen. Suppose they do have taxing powers for the pur- 
pose of paying drainage bonds or district bonds. They can levy 
them and collect them. Would that still be a private district? 

Mr. Scuerpr. I am not at all certain, sir, whether that would be 
included. I would assume that as long as it does not come within 
the range of what would be called federally financed projects it prob- 
ably would be interpretable as falling within this category. 
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It is a nebulous field there and I am not certain on that point. 


Item 5 on page 173 in the right-hand side says: 

Special consideration should be given to the rehabilitation of existing Federal 
and private irrigation projects, especially to those whose existence is threatened 
by erosion, lack of adequate drainage, siltation of reservoirs, and other resources 
deterioration causes. This special consideration should also be given to small 
potential irrigation projects offering the possibility of stabilizing the agriculture of 
an area, or providing a basis for relieving the ranges and upland pastures of over- 
grazing. 

The reference on page 14, item 41, is merely a summarized reduction 
of the recommendation just read. I will read that also: 

Special consideration should be given to rehabilitation of existing irrigation 
projects, both Federal and private, as well as to small new irrigation projects 
offering the possibility of stabilizing the agriculture of an area. 

Mr. D’Ewarr. I have a question: Do you think any of these 
Indian projects would be treated under this recommendation as 
private projects? 

Mr. Scueipr. [ am not familiar with the general nature of the Indian 
irrigation projects. , 

Mr. D’Ewarr. They have no connection whatsoever with the 
Bureau of Reclamation. An Indian project is organized on an Indian 
reservation and because of the trust status of the land, does not have 
a repayment status for the Indians. Generally the Treasury makes 
the repayment itself. 

We have them scattered all over the West in pretty nearly every 
State where there are Indian reservations and my question was, Would 
those Indian projects be considered in this water resource report as 
having a status of private projects and would therefore have the 
be nefits: of the recommendations of this report? 

Mr. Scuerpt. I don’t recall that the report makes any specific ref- 
erence to those as a separate category. I think we should have to 
study that in determining the procedure to be followed, or the recom- 
mendations to be offered under this chapter. 

Mr. D’Ewarrt. It is important because many of them fit into our 
basin development and many of them are in a sad state of either deple- 
tion or because they haven’t been completed or because they need 
rehabilitation. I have tried from time to time to get the Bureau to 
take an interest in those and they just don’t have any interest in 
them. 

Mr. Scueipr. I would assume that in the recommended procedure 
for comprehensive river basin programing and planning that it would 
be quite necessary to take into account the Indian irrigation projects, 
as well as all other water uses; as to the problem of how they would fit 
into this recommendation for financial assistance, | don’t know and | 
wouldn’t know until that had been discussed with the agencies and 
deliberated on the ight of the meaning of this section. 

Mr. D’Ewarr. Is it your thought then that they contemplate 
giving financial joie e to the rehabilitation ofa private irrigation 
project ? 

Mr. Scueipt. Some form of financial assistance. It recommends 
special consideration. The report is not too specific. 

Mr. D’Ewarr. Do you think that would go to the extent of pro- 
viding funds for a State water board to proceed with its irrigation 
projects? 
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Mr. Scuerpt. It could. I don’t know that the report would neces- 
sarily limit or include that kind of a financial set-up. I think that 
requires some study. The report is not too clear on the precise 
mechanism for providing this assistance, sir. 

Mr. McMut ten. Page 173, paragraph 4, the first sentence, ‘The 
Federal Government should expand its assistance to drainage develop- 
ments.’’ And it goes on and includes certain other things. 

Do you think that might be construed to mean assistance to—it 
says “drainage developments’’—would that be water developments in 
these Indian reservations? 

Mr. Scuerpr. To the extent that an Indian reservation project 
would fit within that category it would be, I suppose, no different from 
any other. 

Mr. McMutten. I guess anything could be included within that 
category. 

Mr. Scueipr. Yes, sir. 

Mr. McMutten. There is some difference between a drainage 
district, I guess, and providing water for those people in irrigation. 

Mr. D’Ewarr. Take your problem on the Seminole; that is drain- 
age. When it is drained it makes beautiful grazing lands. 

Mr. McMutten. Are there any questions on this item 5, “Policy on 
private irrigation districts’’? 

Did you have any further statement or additional statement to 
make, Mr. Scheidt? You read paragraphs from the report. itself. 
Do you have anything else to add as to the policy of your interpreta- 
tions of this question? 

Mr. Scueipr. No, sir. 

Mr. McMutten. Any questions that you gentlemen have? 

(No response). 

Mr. McMutten. The next item , No. 6, is “Policy on land drainage.”’ 

What is vour interpretation of that policy? 

Mr. Scuerpr. The recommendations contained on page 173, which 
generally apply to land reclamation, and that chapter deals with land 
reclamation as a whole. 

The recommendations contained on pages 173 and 174, items 1 
through 13, apply generally to drainage as well as to irrigation. The 
reason being that the development of land by reclamation methods is 
treated in this report as including both drainage methods of reclaim- 
ing land and irrigation methods of reclaiming land. 

The report recommends that in general the same principles be 
applied to the development of drainage projects as applying to irri- 
gation projects, with respect to the setting up of-—— 

Mr. D’Ewarrt. Is it your thought that includes sediment and 
salinity control? 

Mr. Scueipr. Sediment and salinity control are treated in the 
general development of river basin operations, not as end products in 
themselves necessarily but as problems to be faced in the development 
of the waters of a river basin for all purposes. 

Mr. D’Ewarrt. Salinity usually comes with drainage, however? 

Mr. Scuerpt. Yes, sir. To the degree that that is detrimental and 
requires treatment, for whatever reason or for whatever cause, it 
would be faced as a cost and as a problem to be handled within the 
river basin development program and to be financed by whatever 
method is found to finance the whole program. 
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Mr. McMut.en. We were working, Mr. Chairman, on this item 6. 
I think Mr. Scheidt testified that the policy, or his interpretation of 
this report on irrigation and drainage, was very much the same. 

Mr. ENGLE (presiding). You mean with reference to private 
districts; with reference to irrigation districts? 

Mr. Scuewr. With reference to the problem of drainage as a whole, 
I was pointing out that the chapter on reclamation deals with drainage 
in the same manner as it deals with irrigation. That is, it considers 
reclamation to be a process for developing land by handling problems 
of water and it makes no distinction here in many of its pronounce- 
ments with respect to whether that land development is by draining 
water off of the land or by putting water on the land. It contem- 
plates the establishment of both drainage districts and irrigation dis- 
tricts, the provision of necessary assistance, establishment of the 
necessary mechanisms for developing projects, both with respect to 
drainage and irrigation. 

It would apply the acreage limitation law, the family-farm concept, 
to drainage districts as well as it would to irrigation districts. 

Mr. MacPuarit. For example, in the basin recommendations in the 
first part of the book, item 24, reimbursement policy for given func- 
tions, such as reclamation by irrigation or drainage, should be uniform 
for all Federal agencies. 

Then in the following item, number 25, it sets forth that reimburse- 
ment for various types of benefits from water-resources programs 
should be determined in accordance with the following principles— 
(6), for drainage, irrigation, and water-shed management, it should be 
based on the ability to pay without interest, measured by the resulting 
increase in the land operators’ net earnings. 

It treats irrigation and drainage throughout the report as an equal 
part of land reclamation. 

Mr. Eneire. What is the policy on private irrigation districts? 
Have you mentioned that? 

Mr. Scueipr. We just discussed that point. May I read that for 
you again? 

Mr. EnGue. I will pick it up out of the record. 

Mr. Scuerpr. It is item 5, recommendation No. 5, on page 173. 

Mr. D’Ewarr. We asked for a definition of a privately organized 
irrigation district, and it is one not directly financed by Federal funds. 

Then we brought up the question of whether an Indian project came 
within the provisions of that definition, and how the Indian projects 
fitted into the picture. 

Mr. Enaue. That brings us down to this matter of artificial pre- 
cipitation and diversion of salt water. Did the Commission take a 
position with reference to either or both of those matters? 

Mr. Scueipt. Yes, sir; it is very short. Item 11 on page 108 says— 

Research should be undertaken, including where indicated pilot-plant operation 
to (a) ascertain feasibility of extracting fresh water from sea water, and (b), de- 
termine full possibilities of rain-making and artificial control of precipitation. 

In general the Commission favored pursuing research in those areas 
to determine the best methods of providing additional fresh water. 

Mr. EnGte. Priority arranged in this letter of April 16, 1951, is the 
priority established for the time being by the Bureau of the Budget 
and not by the President’s Water Policy Commission; isn’t that correct? 

Mr. Scueipr. That is correct. 
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Mr. Enate. It is true also of each of these other items. The Com- 
mission did not, did it, make any arrangement of priority of these 
considerations? 

Mr. Scueiwr. No, sir. 

Mr. Enoue. And I observe in your letter that you suggest to these 
agencies to which this letter was sent, they might want to suggest 
some changes as far as priority is concerned? 

Mr. MacPuaiv. That is correct. 

Mr. Encue. For the time being at least that represents your interim 
position, shall we say? 

Mr. MacPuat.. Yes. 

Mr. Enoue. Are there any questions on that? 

Mr. D’Ewarr. No; I have some on the general aspect of it, when we 
finish the program. 

Mr. McMutuen. What progress, if any, is being made with this 
rain making, or making salt water usable? I would be interested in 
knowing that. 

Mr. Pererson. There have been several bills under consideration 
by the Congress, as you gentlemen know, which have been supported 
by the administration. However, there is no existing authorization 
at the present time for this type of work of which I am aware, other 
than for the military. They have carried on extended experiments 
which have been, as I understand it, extremely successful. he ques- 
tion is whether large-scale production of fresh water can be economic- 
ally accomplished. 

In the 1951 budget, if you recall, the President recommended a sup- 
plemental appropriation of some $5 million to initiate a program with 
pilot plants, or a single pilot plant, to start with, to study and to have 
a full-scale research in the development of fresh water from sea water. 

I don’t recall the present status of the bill, but I believe it has been 
reintroduced in this session. 

Mr. McMutten. They are still working on it; aren’t they? 

Mr. Pererson. The Department of the Interior is working on a 
compilation of the results of experiments made thus far. Of course, 
they have no authority for any construction or to go beyond their 
present reconnaissance. The Army and the military are carrying it 
on for their operations. 

Mr. Bow. Fou are familiar with the fact that private industry has 
also done a great deal of research on the subject? 

Mr. Prerrerson. Yes, sir. 

Mr. Bow. And have dev eloped it perhaps beyond the point w here 
has now been developed by some of the Government agencies? 

Mr. Peterson. I am not aware of any large-scale plants. 

Mr. Bow. There are no pilot plants but their experiments have gone 
on beyond to where they are now in position to recommend the estab- 
lishment of plants. 

Mr. Eneie. Do you gentlemen regard the Commission’s recom- 
mendations to consider economic feasibility of a project in lieu or in 
addition to financial feasibility is an innovation and a new idea, with 
reference to reclamation? Is it presented in that fashion here? 

In other words, what I am trying to find out is whether or not this 
committee has to make a policy determination on that particular 
matter. 
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Mr. Prererson. I wouldn’t consider it a new innovation. I believe 
that practice is used extensively in various other agencies—the Corps 
of Engineers, for instance, in which the flood-control and navigation 
parts are based on benefits, not on repayments. 

The 1939 Reclamation Act itself provided for some of those. The 
Department of Agriculture, for instance, in their flood-control pro- 
gram, also develop the justification on the basis of estimated benefits. 

Mr. EnGue. Of course, we have always considered the specified 
nonreimbursables as direct benefits and to that extent at least they 
were an integral part of financial feasibility. 

When you get into the field of secondary and indirect and intangible 
benefits, then it seems to me you are moving outside of a policy which, 
so far as the last is concerned, we have had up to this time. 

Mr. Scuerpr. With respect to the actual submission of reports in 
recent years the reclamation reports have contained statements on the 
value of all of these various intangible and secondary benefits, as an 
additional item of information, not as a basis for establishing financial 
feasibility, but as an additional justification within itself, you might 
say, in the report. 

Mr. Eneie. What they have done is a rule of the thumb. It is to 
take the direct benefits and double them and call the total benefit to 
the Nation. The direct benefits were measured in actual repayments, 
and nonreimbursables reduced to cash figures which are permitted in 
the law, such as navigation and flood control. Then they doubled 
those and said ‘Well, the indirect benefits would at least equal the 
direct benefits.” 

Now does the Commission make any comment on that kind of a 
system? 

Mr. Scuetpt. The Commission does not give precise formula for 
evaluating those benefits. It leaves that to the river basin commis- 
sions and to the Board of Review, to work out if the program and 
process they recommend are adopted. 

Mr. Encie. On the other hand for all practical purposes, the 
Bureau of Reclamation to date has followed a policy of saving that the 
secondary, indirect, and intangible benefits are equal to and therefore 
100 percent of the direct benefits; is that true? 

Mr. Scueipr. I am not certain on that point, sir. 

Mr. EnGuie. Can you comment on that, Mr. Peterson? 

Mr. Pererson. That practice has been used from time to time. 
It depends upon the project. I think on power revenues they have 
estimated that the secondary benefits would be equal to the direct 
benefits represented by the power revenues. However, | don’t know 
of any standard practice they have used across the board. 

Mr. Eneoue. In the projects they have here, they will come in 
with a cost-benefit ratio as they call it of 2.6 to 1, or whatever it is, 
and when you get down to brass tacks on it you will find out that the 
direct benefits are 1.3 to 1. 

Are there any further questions? 

Mr. D’Ewarr. Not on that particular subject. | have another 
subject I would like to go into. 

Mr. Eneue. Mr. D’Ewart. 

Mr. D’Ewarr. I want to discuss, or have you discuss the Board’s 
recommendation with regard to watershed management. I believe 
in general it says watershed management should be included as a 
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principal objective of the planning and development of a basin. 
What do you think they actually mean by that? 

Mr. Scuerpt. In reading that chapter, I come out with the con- 
clusion that they include as watershed management all of the opera- 
tions on land which would have as their objective the control of water 
on the land and the withholding of soil, or the preserving of soil in 


place. ; , ae 
They would be practices primarily located within the Department 


of Agriculture. 

Mr. D’Ewarr. And be done by the Basin Commission? 

Mr. Scuerpt. And the planning for the accomplishment of those 
would be included in the planning by the Basin Commission, as 
part of the total developmental program for that river basin. 

Mr. D’Ewart. Do you think what actually will happen under this 
is that we will have between the Federal Board of Review and the 
Basin Commission an authority set up in each basin? Is that what 
this report contemplates? 

Mr. Scuerpt. A basin authority? 

Mr. D’Ewarrt. Yes. 

Mr. Scuerpt. | do not read that into the record. I do not think so. 

Mr. D’Ewart. Just where would the difference be? 

Mr. Scuerpt. I think the difference would like in that the River 
Basin Commissions, as I read them in this report, would consist of 
representatives from each of the pertinent Federai agencies concerned 
with river-basin development, assigned to work in that region, co- 
operatively to develop a program for the river basin and that in 
addition thereto under the River Basin Commissions there would be, 
according to this report, a Chairman, who would be appointed by 
the President and representatives elected by some kind of process by 
the States affected, and that they all jointly would constitute a group 
that would undertake cooperatively to sit down and analyze and to 
determine what the river-basin program ought to be. In that process 
they would bring into the picture the programs of the Department of 
Agriculture, Bureau of Reclamation, the Army Corps of Engineers, 
Federal Security Agency, Department of Commerce, the various 
State and local groups who have river programs of their own, such as 
pollution control or river water supply. 

Mr. D’Ewart. This reads: 

All related Federal policies, and activities, including price support agricultural 
conservation, irrigation, credit programs, administration of Federal mining laws, 
should be adjusted to strengthen the effectiveness of the watershed management. 

What does that mean except dictatorship of watershed manage- 
ment? 

Mr. Scuerpr. Well, that is a problem of interpretation, sir. 

Mr. D’Ewarrt. | think it must be. 

Mr. Donovan. This set-up referred to here in the last question 
isn’t confined solely to a study of this program, is it? It is for 
operation of the program after it goes into effect? 

Mr. Scueipr. | don’t interpret myself, in reading the report, the 
intention of the Commission to assign to a river basin commission the 
actual function of operation in the sense that they could control op- 
erations. I don’t get that. I may be in error. It is difficult to 
decide in reading ithis report the precise line of demarcation in the 
assignment of authority, but I don’t think the report means that the 
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river basin commissions themselves would actually be assigned the 
operational function in the sense that it would be taken away from 
one of the agencies and given so the commission as such. 

Again, it depends on how you enter the problem and which way 
you want to interpret it. That is going to require a great deal of 
discussion. 

Mr. EnGue. In any event, regardless of what they recommended, 
unless Congress implements it by legislation it will not be effective. 

Now, can you put your finger on any place or places in the report 
where specific recommendations are made with reference to legisla- 
tion to implement recommendations? Is there any part of the re- 
port where they say, ‘‘We suggest that the Congress actually imple- 
ment this recommendation or that recommendation” in specific 
terms? 

Mr. Scueiptr. Not in the sense of actually modifying existing leg- 
islation or in the sense of offering additional precise legislation. 
Throughout the report the recommendations are replete with refer- 
ences to the necessity of Congress doing this or doing that to make 
possible the recommendation that is cited, but there is no buttoning- 
up of the whole thing in a set of legislative r recommendations con- 
tained in the report. That was left out, as a separate document. 

Mr. D’Ewarrt. If the chairman will yield, it says these laws should 
be adjusted to strengthen the effectiveness. It seems to me that is 
a definite recommendation for legislation. 

Mr. MacPuat. For example, on page 10, item 3, it says that 
Congress should direct the responsible Federal agencies to submit 
new proposals for water resources development to Congress only in 
the form of basin programs. 

Again, on item 5 in the next page, it says that Congress should 
designate the Federal departments and independent agencies to 
participate in river basin commissions. 

Throughout here you get in effect recommendations for Congress to 
take action in many cases in quite broad fields; in other cases they are 
a little more specific. 

In item 5, Congress should designate Federal departments and 
agencies to participate in river basin commissions. There are those 
kinds of recommendations throughout the report. 

Mr. Scuetpr. Both in the summary and in the various chapter 
recommendations. 

Mr. Eneue. Are there any further questions? 

(No response. ) 

Mr. Eneie. Gentlemen, we very much appreciate your appearance 
here, and I am sure your testimony and the record of your testimony 
will be of great assistance to this committee in the rather broad 
responsibility which we have to implement this report or some portions 
of it into legislation. 

Mr. Scuetpt. We appreciate being here. 

Mr. EnGcure. We appreciate taking your testimony and your taking 
the time to come up here and enlighten us on what the Commission 
recommended. 

I am sure you understood the problem we had in getting into it, 
and we are very happy, indeed, to have you people with us who have 
given it some time. 
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Mr. MacPuat. I hope we have been able to be helpful. I think 
possibly another few months from now when we get some of the 
views of the agencies on the report we can be even more helpful to you. 

Mr. Encue. Mr. Bow? 

Mr. Bow. Would you have any idea as to when we might have 
legislation recommended from the different departments to implement 
this? 

Mr. MacPuatit. No, I would not. 

Mr. Bow. Do you think it would be this year or perhaps next year? 

Mr. MacPuat. There is a possibility to have some this year, yes. 

Mr. Eneue. Thank you, gentlemen. 

Mr. D’Ewart. I would like to add, too, that I think this discussion 
has been very good. I think it is fortunate we had it, and I think the 
chairman performed a service in calling this meeting, and we appreciate 
the general discussion that you have given us on this subject. 

Mr. Scueipr. I would like to make one observation, if I may, sir. 

One thing has worried me over the last 3 days. This report, like 
the Bible, can be used as an authority by taking any passage out of it 
and lifting it out of context, and I therefore would like to raise the 
caveat that in our offering testimony here, in the sense of lifting 
specific itemsout of the text, that sometimes could be damaging to the 
report and that there was no intention of damaging the report in any 
sense. It isa profound documerit, worthy of a great deal of study and 
we don’t mean by lifting specific passages out of the report to in any 
way distort the meaning of the report. 

Mr. Eneue. Wherever you find necessity to do that, you are at 
privilege to do it when you revise your remarks in the reporter's 
transcript. 

Without objection, the committee is adjourned. 

(Whereupon, at 11:55 a. m., the subcommittee adjourned, to 
reconvene at the call of the chairman.) 
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